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From the Editors 


O ur first issue of 2015 
comes in the wake 
of a tough start to the 
New Year. The stock market 
around Europe has fallen 
with investors buying "safe 
haven" assets such as gold and 
German bonds. Switzerland 
has abandoned their currency 
caps meaning the Euro has 
collapsed. Quantitative Easing 
is Mario Draghi's answer to 
the very real threat of deflation. 
With the financial climate in 
Europe looking so unstable, 
the recent press conference from the World Economic Forum did 
nothing to allay fears, warning that geopolitical issues will be the 
biggest threat to global stability over the coming year. In the wake of 
recent events in France such a warning resonates around the world. 

Our issue, then, focuses on ways to keep leadership strong in 
the predictably hard times ahead. Nathan Harter's article offers a 
perspective on leadership as a search for coherence among fragmented 
opinions, while Gerard Seijts uses the experiences of great leaders 
learning to lead as guidance for leaders in the coming year. 

And finally, as the Global Female Leader's Summit in April draws 
ever closer, this month's Women in Leadership review features an 
interview with the impressive Helena Morrissey, CEO of Newton, 
Chair of the IMA and founder of the 30 % Club. She talks to our editor 
about the future of the 30 % Club, how to balance work and family 
life and why she's worried about the quantitative easing bubble, en 



www.europeanbusinessreview.com 5 


* mf 



FOR THE 


OUTSOURCING • 
INDUSTRY 

BY MIKE SALVING 



Digital technology has transformed virtually every industry, af- 
fecting the way companies serve customers, manufacture products, 
interact with stakeholders, manage operations and engage their 
workforce. Here Mike Salvino illustrates the necessity of incorpo- 
rating this transformation into business process outsourcing in 
order to create more value. 



:a] 


Y et, at a time when the majority of the busi- 
ness world has rapidly embraced the digital 
revolution, most business process outsourc- 
ing (BPO) engagements continue to exist in an 
environment of low expectations when it comes 
to technology innovation and, as such, are not 
delivering the kind of value they should. In fact, 
according to Accenture- sponsored research from 
HfS Research, two-thirds of the buyers surveyed 
describe their current engagements as mainly "lift 
and shift," where existing processes are merely 
transferred to an external provider to reduce cost, 
with limited business transformation involved. 

On the bright side, half of the respondents said 
they expect to undertake a wide-scale transfor- 
mation in their business processes within the next 
two years through the greater use of technology. 
This constitutes an important call to action for 
companies looking to realise the full potential of 
their outsourcing engagements. 

The research revealed that buyers view effec- 
tive analytics solutions as the most critical com- 
ponent to making the move to value beyond cost. 
This isn't a surprise given the rise in recent years 
of "big data" and the insights and business out- 
comes that analytics capabilities can deliver. 

Automation was viewed as the next most im- 
portant technology. When automation becomes 
part of the delivery of business process outsourc- 
ing services it can cut costs and errors and en- 
hance compliance by reducing human interven- 
tions. It removes employees from many mundane 
and unsatisfying tasks, enabling them to focus on 
higher value, more strategic work This not only 
increases employee engagement and stimulates 
innovation but also helps eliminate unintended 
mistakes and delays. Ultimately, the idea is that 
technologies will function autonomously - learn- 
ing, predicting, monitoring and optimising with 
minimal human intervention required - while 
employees are able to concentrate on the creative 
and value -generating aspects of their jobs. 

Cloud, mobile and social technologies are also 
important to the success of digital businesses, but 
they are not often leveraged in BPO engagements 
- at least not yet. More than half of buyers say their 
provider is not currently leveraging the cloud to 
deliver services but more than three quarters be- 
lieve cloud technologies will be increasingly im- 
portant in the future. Similarly, just over half see 
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extending business processes to mobile access 
points as critically or very important now, yet 80 
percent believe in its future significance. As far 
as social technologies, even though only about 
one in three currently see value in their applica- 
tion, that number nearly doubles when asked to 
gauge their importance in coming years. 

So how can BPO buyers and providers 
get from here to there? The good news is that 
those who have already made this leap are us- 
ing technology to achieve significantly greater 
value. They're optimising analytics, automating 
processes and workflows, processing in the 
cloud, and taking advantage of mobility. 

These technologies can be integrated into op- 
erations to drive innovation and improve busi- 
ness value by addressing these four components: 

• A RESILIENT DIGITAL PLATFORM. At the 
heart of the new digital operations environment 
a digital platform is designed to be secure, scal- 
able, accessible, easy-to-use, and continuously 
available in the cloud. The key is to proactively 
architect resilience into the platform, creating 
standard solutions for specific business lines 
and industries while also being extensible, cost 
effective and resilient in the face of failure or 
attack This entails working to deliver security, 
privacy and data compliance into systems and 
processes. It means automating the deployment 
of tools and platforms for the instant provision- 
ing of services at the "push of a button." And 
it means using cloud infrastructure services to 
manage storage and compute capacity, while 
employing robust performance monitoring and 
failure tracing to troubleshoot systems. 

• ANYTIME, ANYWHERE ANALYTICS. Ad- 
vanced analytics technologies can move a 
business from a reactive state to a proactive one. 
With digital business services, businesses move 
beyond the descriptive - simply reporting what 
happened in the past - to predictive and pre- 
scriptive insights. This allows providers to help 
their clients anticipate what will or might hap- 
pen in the future, and then decide what actions 
need to be taken. The use of both internal and 
external data provides richer context and con- 
tent. Big data techniques allow providers and 
their customers to sift through data for insights 
that drive greater efficiency and innovations in 
order to grow revenue. 


+ 50 % 

More than half of 
buyers say their 
provider is not 
currently leveraging 
the cloud to deliver 
services 

+ 75 % 

More than three 
quarters believe 
cloud technologies 
will be increasingly 
important in the 
future 



+ 50 % 

Just over half see 
extending business 
processes to mobile 
access points as 
critically or very 
important 

80 % 

And 80 percent 
believe in its future 
significance 


As an example, for one of the largest man- 
ufacturers of agriculture machinery, the BPO 
provider created a social media capability for 
its warranty and claims service. This enabled 
them to analyse consumer sentiments and per- 
ceptions toward dealer services, customer ser- 
vice capabilities and the complaint resolution 
process. These insights could then be present- 
ed to corporate leadership as a way to improve 
service. Capabilities also exist to leverage pre- 
dictive analytics that are integrated into daily 
operations to help in decision-making. For a 
retail client, a provider used analytics on pric- 
ing, markdowns and inventory that allowed 
category and store managers to identify pric- 
ing gaps relative to competition that could then 
drive faster responses at the store level. 

Achieving these results requires a more 
integrated and less siloed approach to data 
management. To enable innovation-producing 
insights, however, buyers need to be prepared 
to give their providers access to more detailed 
data. With mobile capabilities added to the 
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Digital is here to stay. 

That's why buyers must 
have higher expectations 
about driving results 
beyond cost reduction, and 
providers need to deliver 
with transformational 
capabilities through greater 
use of technology 

mix, new kinds of business performance 
and efficiency improvements will open 
up to buyers. 

• A DIGITAL WORKFORCE OF CON- 
NECTED EMPLOYEES. The digital plat- 
form enables information workers across 
the value chain to improve their produc- 
tivity, collaborate more easily, and serve 


customers more effectively - while at the 
same time giving them a more fulfilling 
work experience. Workers get everything 
they need to complete tasks, including 
contextually relevant, just-in-time train- 
ing when they need it; required informa- 
tion and reference materials tailored to 
tasks; access to peers and supervisors to 
answer questions via collaboration and 
social media technologies; and incentives 
to stay relevant and up-to-date. 

With the digital workforce platform 
and its applications sensing, even antici- 
pating, the needs of workers and providing 
the right mix of required resources, the 
experience becomes seamless from start 
to finish. By ensuring that business pro- 
cesses are optimised and repetitive work 
automated - thereby reducing errors and 
increasing quality - the work conducted 
is transformed to influence employee en- 
gagement and retention. Employees be- 
come "information detectives" and "con- 


tinuous improvement specialists," rather 
than transactions processors. 

• A DIGITAL INNOVATION ECOSYS- 
TEM. Neither buyer nor provider can 
sustain high performance without rely- 
ing on and working with others across 
the business and technology spectrum. 
This entails developing the right alliance 
partnerships to drive increased value and 
new growth opportunities amid changes 
and new entrants into the market. These 
relationships enable providers and buyers 
to know what tools and technologies are 
on the horizon that might generate new 
services, achieve faster results and/or 
improve productivity. This includes be- 
ing open to innovations from established 
partners and vendors, as well as from un- 
expected places - such as research or- 
ganisations, universities and government 
agencies. These are relationships that en- 
able a more "modular" approach to busi- 
ness service solutions, and can deliver 
solutions that might not have been pos- 
sible by any organisation working alone. 

There is no question that digital is 
here to stay. That's why buyers must have 
higher expectations about driving results 
beyond cost reduction, and providers 
need to deliver with transformational ca- 
pabilities through greater use of technol- 
ogy. Moving to digital gives both the op- 
portunity to turn cost- cutting operational 
processes into major value drivers. 

About the Author 

Mike Salvino is group 
chief executive of Accen- 
y ture Operations. In this role, 
he oversees Accenture's 
comprehensive portfolio of 
business process services as well as in- 
frastructure and cloud services, including 
the Accenture Cloud Platform. He leads a 
team of both consulting and outsourcing 
professionals charged with developing, 
selling and delivering differentiated intel- 
ligent infrastructure, cloud and business 
process services to drive transformational 
value and productivity for clients. 
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The digitally myopic 
enterprise is living on 
borrowed time. The 
digital economy is here 
^ and only digitally aware 

^ enterprises can look at 

t the future through rose 

E tinted digital sensors. 
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OPENING THE EYES OF 
THE DIGITALLY MYOPIC! 

BY ERIC DUFFAUT 


There are none so blind as those who 
will not see. They’ll probably go bank- 
rupt too. It has never been easier to 
create, seize and profit from a busi- 
ness opportunity than today. Only two 
ingredients are needed: innovation and 
speed. Oh, and the ability to see into the 
digital world. But how many enterpris- 
es are aware of the new opportunities or 
the dangers of ignoring them? 

Digitisation and Myopia 

The convergence of mobile, social, cloud 
and big data analytic technologies has 
blurred the borders between the com- 
mercial, social, digital and real worlds 
and is fundamentally changing the way 
we do business. There are now billions 
of interconnected private and business 
mobile devices, digital industrial sensors 
and location aware devices and applica- 
tions that surround us all with a person- 
al digital aura or cloud that interacts with 
other people, machines, internet touch 
points and, through mobile devices, even 
our physical locations, all in real-time. 

This digitisation has resulted in an 
explosion of "big data" that will enable 


businesses to be run in new, and yet to 
be imagined, ways or governments to 
provide individual citizen services at 
a drastically reduced cost. Follow the, 
albeit incorrectly, quoted aphorism: "you 
can't manage what you can't measure" 
with "you can't measure what you can't 
see" and the imperative that organisa- 
tions have real-time visibility into their 
business operations and events and fully 
utilise their individual big data becomes 
clear. The insights that can be gained 
from this big data will open a myriad of 
new business opportunities. 

From Micro to Macro 

In a recent study in Germany^ of small en- 
terprises only 1 0% of those that consid- 
ered themselves badly prepared for digi- 
tisation were growing compared to 44 % 
of those that considered themselves well 
prepared (customer service and improved 
communications with partners and the 
supply chain being two of the top criteria). 

But it doesn't stop at the commer- 
cial world. Wearable sensors and digital 
devices are enabling intelligent business 
operations, real-time or even predictive 


maintenance of machines, and even 
real-time and predictive medical care for 
people. This amounts to huge savings and 
dramatically enhanced citizen servic- 
es by governments, health providers and 
scientific and educational institutes. 

Some examples: the governments of 
European countries could save more than 
€100 billion in operational efficiency by 
the innovative use of Big Data.^ The Centre 
for Economics and Business Research has 
identified £216 billion of potential UK 
benefits from efficiency gains, innovation 
and creation by insights unlocked from 
Big Data. Addressed on a continental level 
and the potential benefits from the growth 
in employment, productivity, cost savings 
and lean resource usage are huge. 

Look at future health care funding and 
it becomes clear that cost cutting alone is 
not enough. Savings of € 1 00 billion a year 
in Europe would be a good first step but 
that is less than half of Germany's annual 
health bill, currently nearly 1 2% of GDP 
and still growing fast. Healthcare costs in 
OECD (Organisation for Economic Co- 
operation and Development) countries 
have risen from an average of 5 % of GDP 
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in 1 970 to around 1 1 % now and forecast 
to almost double by 2050, funded by a 
shrinking workforce. 

Future Success 

It is in tackling these burgeoning costs 
that the multi-faceted nature of digitisa- 
tion becomes apparent. But to fully address 
these opportunities, organisations, govern- 
ments, institutes and healthcare providers, 
amongst others, need to have a 360 degree 
view of their data and operations. They 
need to be able to identify significant busi- 
ness events and have the ability to imple- 
ment automated business decisions in re- 
sponse before the events have completed. 

Future competitiveness and business 
success will be based on this real-time 
digital awareness of market trends, indi- 
vidual customer behaviour, running busi- 
ness operations and real-time risk man- 
agement. To remain digitally myopic 
while agile competitors grab market 
share is not a strategy for success. 

The Future Enterprise 

The enterprise of the future is there- 
fore fully digitally enabled, because only 
a digitised company can provide its cus- 
tomers with exactly the right informa- 
tion and services at the right time but also 
have the flexibility to do it cost effectively. 
Companies need a software platform that 
enables them to create state-of-the art ap- 
plications built to change. In this way, they 
will also master the next major challenge: 
the fourth industrial revolution, which is 
already moving full -steam ahead. 

There have often been trends in IT that 
companies have embraced or intention- 
ally decided not to. That is not the case 
with digitisation. For those who wish to 
survive in the highly competitive climate 
of today's business world, there is no al- 
ternative to digitisation. It is far more than 
automating or just implementing "new" 
information technology. Digitisation is so 
focused on customers, that it makes even 
the long-standing philosophy that "the 
customer is king" sound uninspiring and 


generic. In today's world, the point is to 
provide customers with information and 
services precisely tailored to their spe- 
cific consumer habits anytime, anywhere. 
In other words, to know their exact digital 
"shoe size". 

Companies must know the users of 
their products and services individual- 
ly and communicate efficiently and un- 
obtrusively. For companies, customers 
are changing from being a completely 
unknown object at the other end of the 
value chain to an individual partner - to be 
treated as their most valuable long-term 
asset. Customer Engagement Management 
is the magic word that tomorrow's com- 
panies will (have to) espouse. 

But how do they go about this? IT is 
what makes the difference in the fight 
against the competition. With the help of 
IT, companies can collect and analyse all 
relevant data to provide customers with 
tailor-made information and services. 

The Collapse of the Data Monopoly 

IT is becoming a core business regardless 
of a company's industry. So, for example, 
financial services are no longer limited 
to just banks and insurance companies. 
Companies like Google, Alibaba and 
Amazon have more and better user data 
than ever before. With that as a basis, they 
could begin offering banking services or 
insurance policies. Data is now a compa- 
ny's most important raw material. Those 
with enough of it and who use it effec- 
tively will be successful. 

Future competitiveness 
and business success will 
be based on this real-time 
digital awareness of market 
trends, individual customer 
behaviour, running business 
operations and real-time 
risk management. 


To be equipped for the new gener- 
ation of challenges, enterprises need 
flexible IT that enables applications 
to be adapted to current circumstanc- 
es quickly and easily any time. But this 
is not a reality yet. Originally, compa- 
nies attempted to meet the requirements 
of their business units with customised 
software. But its development is expen- 
sive, time-consuming and often does not 
lead to the desired result. 

Standard software was supposed to 
take care of that dilemma. But unfortu- 
nately standardised solutions are usually 
the opposite of innovation. They stan- 
dardise companies, but do not offer them 
a way to stand out from the competition. 
They aren't made to adapt continuously 
to quickly changing business needs. 

The Digital Business Platform: The 
Road to the Future 

In a digitised world, companies need a 
digital business platform for the creation 
of flexible and adaptive applications. It 
serves as a foundation for ongoing change. 
Built to change - not to last - is the motto 
of the future. 

A highly scalable platform unites all 
technologies for integrating, analysing 
and visualising data. It works with big 
data technology and can process infor- 
mation from many different data streams 
in real time. This platform is based on 
cloud technology. The cloud is a pre- 
requisite of a modem application archi- 
tecture. Its structure features scalability, 
multi- latency, self-services and Web- 
based clients. Even if the platform is 
running on-premise, a cloud architecture 
offers significant cost advantages. 

This type of solution is based on data 
management with the help of in-mem- 
ory technology and Complex Event 
Processing, or the analysis of event 
streams. The processing of data and event 
streams in the main memory speeds up 
analysis of information enormously. Speed 
is necessary for real-time analysis of a 
company's data. 
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Unlike traditional business intelligence, which 
looked at the past, real-time analytics sheds 
light on the present, while also predicting future 
trends and behaviours. 


Real-time processing provides companies with the necessary 
level of transparency. Unlike traditional business intelligence, 
which looked at the past, real-time analytics sheds light on the 
present, while also predicting future trends and behaviours. 

The Internet of Things: The Number 1 Driver of Innovation 

Big data isn't just a phenomenon that emerged with social net- 
works and mobile devices. The fact that everything - from a 
toothbrush to complex machinery - can be equipped with a chip 
to communicate with the Internet and even generate its own data 
contributes significantly to the volume of data in existence. The 
Internet of Things has become a key driver of innovation, and this 
includes industrial production lines. Not just cars and refrigerators 
are linked, but the machines that make them as well. Thanks to in- 
tegrated software, they can communicate with each other about 
production processes. The factory of the future organises itself 

The term Industry 4.0 stands for an initiative whereby pro- 
duction in the manufacturing sector could be made more effi- 
cient and flexible. It is an additional building block in Customer 
Engagement, because it will help companies gear their produc- 
tion more individually to customers. A production lot size 1 will 
actually become conceivable. 

Machine manufacturers will be able to better serve their 
customers as well. In the future, a high-tech company in the 
German manufacturing sector, for instance, will equip its prod- 
ucts with embedded software. The machinery will then send 
data to the manufacturer from the factory where it is in op- 
eration. Companies can use this information to improve their 
own support and sales processes. They will receive data on how 
much their machinery is actually being utilised or when main- 
tenance is due. This allows machine manufacturers to offer their 
customers services that were unimaginable before now. 

The Key: Open Standards 

All of these innovations are impossible without an IT platform 
that unites the business world with the machine world. The key 
criterion here is openness. Before now, sensor data has always 
been transmitted in disparate formats, with every machine man- 
ufacturer basically speaking its own language. An IT platform 
that processes industrial data from the manufacturing sector in 
addition to other information must be completely agnostic. 

Software AG, for instance, supports standards whenever and 
wherever they exist. When they are missing, interfaces are built 


on an as-needed basis. But in the long run, the necessary stan- 
dards will also be used for the Internet of Things. They will be a 
key enabler of Industry 4.0 and the Digital Enterprise. 

Conclusion 

To successfully manage and fully benefit from the business in- 
sights hidden in big data, enterprises need to adopt the Digital 
Business Platform approach. This is a medium to long-term 
project: identifying, modelling and optimising processes, focus- 
ing corporate culture on data driven decision making, introduc- 
ing collaborative working practices and building an extremely 
flexible and adaptable IT infrastructure. 

This does involve more than installing software. New skills and 
job titles are being bom such as Chief Process Officer or Chief 
Data Analytics Officer or in my case: Chief Customer Officer 
(CCO). The rise of the CCO role recognises the power and influ- 
ence that customers will have in a digitised, cloud-based world. 
Marketing must move out of its traditional broadcasting role and 
develop channels for customer dialogue from product or service 
design through delivery and to proactive maintenance, change and 
further development The age of the "prosumer" is tmly upon us. 

These organisational changes go beyond marketing of course 
- they affect every department, including production or opera- 
tions, traditionally customer facing or not A 360 degree view 
of enterprise, or government service, data means not only iden- 
tifying customer requirements, trends, choices and issues but 
having the internal view of each and every process instance and 
delivering a timely business response. 

But the bottom line is this: the digitally myopic enterprise is 
living on borrowed time. The digital economy is here and only 
digitally aware enterprises can look at the future through rose 
tinted digital sensors, gr 

About the Author 

Eric Duffaut is Chief Customer Officer and 
President at Software AG. He is responsible for 
all customer facing departments at Software AG 
including Global Sales, Consulting Services and 
Marketing. He has over 20 years of extensive in- 
ternational general management and sales leadership experience 
in the IT-industry, addressing a wide spectrum of customers 
from Fortune 500 enterprises to small and medium size busi- 
nesses. He holds a master's degree in economics and finance, 
as well as a business degree. He also completed an Advanced 
Leadership programme at Institut Europeen d' Administration 
des Affaires (INSEAD). 

References 

1 .Vodafone and TNS Infratest Digital Study 201 4. 

2. MeKinsey. 



www.europeanbusinessreview.com 13 



WHO DON’T GLIDE ON 


MAINSTREAM. 


Spitfire Perpetual Calendar Digital Date-Month. 

Ref. 3791: In 1936, the Royal Air Force commissioned over 300 
fighter planes designed by Reginald J. Mitchell. It was probably 
influenced by the fact that Mitchell had chosen to throw overboard 
almost every conventional idea about aircraft design in the book. 
The Spitfire, as the plane was known, came with a much greater 
wingspan and elliptical wings of the kind previously found only on 
commercial aircraft. The result was an incredibly manoeuvrable air- 
craft capable of flying tight curves that was to rule the sky for the 


best part of three decades. A masterpiece of mechanics, it 
established itself as one of the most fascinating and revered air- 
crafts ever built. The design engineers at IWC in Schaffhausen set 
about giving their own version of the Spitfire a similar repertoire of 
innovations. The Spitfire Perpetual Calendar Digital Date-Month is 
equipped with a unique mechanical perpetual calendar that 
will require no adjustment until March 2100. And that gives the 
owner - like the Spitfire itself - plenty of time to soar elegantly 
above the rest. iwc. engineered for men. 
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If your company doesn’t want to miss out on 
the new opportunities IT offers for business 
innovation, you need people at C-level with 
a challenging combination of competencies: 
they have to be digitally literate, business 
aware and be able to engage in conversations 
together about digital and the possibilities 
for transformation. New data from a Euro- 
pean survey shows that the bigger enterpris- 
es are finding it particularly difficult to get 
this “e-leadership” mix in place. Below, Joe 
Peppard, Simon Robinson and Tobias Hiis- 
ing offer advice to these CIOs to promote the 
necessary engagement and dialogue to fully 
embrace digitisation. 

N ew technology innovations are bring- 
ing enormous potential for business 
innovation across all enterprises: mas- 
sive flows of data from which critical knowl- 
edge and insights can be prised; social media 
offering new market presence; mobile devices 
giving direct access to customers 24/7; apps 
redefining business models, etc. The modern 
CIO must understand these developments, ac- 
tively scouting for new IT innovations that can 
potentially be harnessed for operational and 
strategic impact. 

However, this is usually not enough, busi- 
ness leaders outside of the IT organisation are 
often wary of what they see as technology 
being "pushed" on them. Any conversation 
around proposals for digital innovation must 
be fully aligned with business drivers, perhaps 
suggesting new business models to increase 
revenue or new ways of doing business. Other 
things that could be suggested are new com- 
petitive products and process innovation that 
contributes to operational excellence or ideas 
to improve the customer experience. This re- 
quires e-leadership: a combination of business 
assessment with real insight into the capabil- 
ities and possibilities of technology. But even 
this is not always enough, the vision for the 
innovation has to be communicated, trust en- 
gendered and fears of downside allayed. 

The European Survey 

To find out how CIOs experience the challenge 
of innovating with IT today, 900 heads of IT 
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Figure 1: Organisation Success in Exploiting Innovation Opportunities -According to IT Executives 

100 % 



were interviewed. These came from all 
sectors, including public services, and 
explored the successes and failures of 
IT -enabled innovation. 

In designing our survey, we set out 
from the idea that innovation is likely to 
succeed where the CIO has a clear vision 
of the opportunity for innovation, com- 
municates this effectively to colleagues, 
ensures business value is properly as- 
sessed, and helps guide the transforma- 
tion process. This e -leadership may fail 
where opportunities for communication 
with executive colleagues are missing or 
- for whatever reason - colleagues fail to 
grasp the significance of the vision. It was 
also of interest to us to know if innovation 
ideas are flowing in from business exec- 
utives, showing that this understanding 
of options for exploiting new ICT is not 
limited to the CIO and staff Organisa- 
tions without the capability to generate 
and assess innovation ideas themselves 
must resort to responding to those from 
vendors and other third parties, despite 
the fact that outsiders will typically not 
have deep knowledge of their business. 

Accordingly, we first sought to find 
out how much IT-based innovation is 
acutally going on in an enterprise, to then 
look at where in the organisation ideas 
are coming from and finally to look at 


leadership problems in guiding any in- 
vestments to success. 

Capitalising on Innovation Ideas 

Nearly three quarters of the enterpris- 
es surveyed reported having initiated or 
completed at least one innovation project 
within the previous year - less than 20% 
were unable to report any innovation over 
the last 5 years. 

However, nearly a quarter of CIOs 
report that opportunities for IT-based 
innovation are not being addressed in a 
timely fashion and with appropriate re- 
sources, meaning there is an acute risk 
of critical loss of competitive advantage. 
Deficits in grasping innovation opportu- 
nities are almost equally prevalent even 
in the largest enterprises, according to 
their CIOs (see Figure 1 ). Empirically, 
the perceived gap tends to be just a lit- 
tle larger in smaller organisations than in 
bigger ones; and larger in manufacturing, 
retail and wholesale trade and public ser- 
vices than in ICT, financial services, con- 
struction and transport and logistics; and 
larger across organisations in Germany. 

According to their CIO colleagues 
interviewed, only about half of organisa- 
tions today have business executives who 
have a level of understanding of IT suffi- 
cient to identify innovation opportunities 


shaped by IT in their market area (see 
Figure 2). This is true across all size cate- 
gories - there is just as large a proportion 
of the largest organisations reporting this 
problem as among small organisations. In 
industries that excel in IT-based innova- 
tion - ICT, financial, retail and wholesale 
sectors - more CIOs acknowledge that 
colleagues outside IT are seeding inno- 
vation opportunities. 

Across all enterprises the source of 
innovation project ideas is quite balanced 
in origin. 62% of the enterprises surveyed 
report ideas had originated from IT de- 
partment staff and 68% of the reporting 
ideas had also come from staff in business 
units. Vendor or other external impetus is 
also quite prevalent: 23% of organisa- 
tions report ideas flowing in from exter- 
nal sources. 

When we look at individual enterprises, 
we find less than half reporting that they 
respond successfully to IT-based inno- 
vation opportunities and that the mandate 
to innovate with digital technologies is 
accepted by all in the C- suite. In these 
organisations, the executive team grasp 
opportunities in a timely way and all 
CXOs are contributing to conversations 
concerning digital. This is in contrast to 
the 16% of enterprises, mainly small or- 
ganisations, where opportunities are not 
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Figure 2: Business Executives Understanding of ICT Innovation Opportunities - According to IT Executives 
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being addressed adequately and business 
executives are seen as lacking IT savvy. 
In 35% of enterprises, digital opportuni- 
ties are being identified only from within 
the IT organisation - other executives are 
seen as lacking an understanding of con- 
temporary IT capabilities to be able to do 
this. For a small number of respondents 
(7%), despite reporting non-IT executives 
as being ICT savvy, their organisations ap- 
pear to be failing to grasp opportunities for 
IT-enabled innovation, due perhaps to a 
lack of the necessary resources. 

Our analysis indicates strongly that the 
entire executive team must be digitally 
savvy and engage in the necessary dia- 
logue to deliver sustained competitiveness 
from IT innovation opportunities. To drive 
such dialogue, e-Leaders need to be able 
to envision possibilities for innovation, and 
to assess its likely impact for the organi- 
sation, they also need to communicate this 
vision to colleagues, particularly to those 
accountable for the performance of the 
business areas to be transformed. 

Leading to Innovation Success 

To further expose how e-leadership can 
impact an organisation in leveraging dig- 
ital innovation opportunities, respondent 
IT executives were asked to report on any 
difficulties in communicating problems 


and opportunities for IT innovation with 
colleagues outside of the IT organisation. 
Overall, their responses show that a failure 
of innovation communication is a signifi- 
cant issue for half of those surveyed. 

Figure 3 highlights that the smallest 
organisations are least likely to experi- 
ence innovation-related communication 
problems. When an organisation com- 
prises less than 30 employees in total, 
the frequency of interaction across spe- 
cialisms will be high, facilitating mutu- 
al understanding across disciplines even 
when, initially, different languages (jar- 
gon) are spoken. 

In larger organisations, problems in 
innovation-related cooperation become 
more prevalent. The proportion of or- 
ganisations with between 500 and 1 000 
employees reporting problems in innova- 
tion cooperation is nearly twice as high 
as that among the smallest organisations. 

At first sight we might expect that the 
underlying trend is linear - see the arrow 
in Figure 3 (next page). However, there is a 
break visible in this trend which is unlike- 
ly to be a statistical anomaly: data from the 
largest organisations shows the proportion 
that reported problems in innovation-re- 
lated communication dropping compared 
to smaller organisations. This divergence 
from a pure size trend poses the question 


as to how the largest organisations are 
coping better. Are they recruiting or edu- 
cating better skill sets? Have they found a 
solution to e-leadership issues? 

The aggregate data suggest a non-lin- 
ear relationship, that solutions to commu- 
nications problems start being found as 
enterprises grow beyond the 1 000 em- 
ployee mark. We speculate that recruit- 
ing or training to ensure executives are 
equipped with the necessary cross-dis- 
ciplinary competence and communica- 
tion skills could be the solution that is 
being found. This picture is compatible 
with the view that e- leadership skills are 
being fostered only in the largest enter- 
prises today, and are particularly missing 

Nearly a quarter of CIOs 
report that opportunities 
for IT-based innovation 
are not being addressed in 
a timely fashion and with 
appropriate resources, 
meaning there is an acute 
risk of critical loss of 
competitive advantage. 
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Figure 3: Problems in Innovation Cooperation, by Size of Organisation 

% of CIOs /Head of IT 



in organisations in the mid-range (100- 
1 000 employee size category). 

A breakdown of the data by country 
(see Figure 4) reveals surprising differ- 
ences, perhaps signalling potential for 
improvement for some of the largest en- 
terprises in Europe: Germany shows an 
unbroken upward trend, close to linear, 
whereas the UK curve differs signifi- 
cantly. If we are right in seeing e -leader- 
ship skills as a key issue, German organi- 
sations appear not to deploy e- leadership 
to combat the structural cooperation dif- 
ficulties which growth brings. Given the 
legendary innovation success of the Ger- 
man Mittelstand, are there opportunities 
here to improve the innovation rate in the 
largest German corporations? 

UK enterprises diverge particularly 
strongly from the pure size trend. This 
suggests that in the UK effective man- 
agement action is taken by the larger or- 
ganisations to source e-leadership skills. 
Other research we have done shows that 
programmes to provide these skills are 
more prevalent in the UK, but also in the 
Netherlands. The Netherlands shows an 
intermediate path between its two large 
neighbours. This is despite strong devel- 
opment of e- leadership skill provision in 
that country. This poses the question as to 
why these efforts are not as visibly effec- 
tive in mid-sized organisations as they 
have been in the UK. 

Achieving collaborative and pro- 
ductive working relationships between 
the CIO and the leadership team is es- 
sential to harness digital opportunities 
and ultimately to optimise value from 
investments in digital. In conversations 
a shared understanding must emerge 
through co-leaming and sense-making. 

What can a CIO do? 

Where e -leadership is lacking CIOs have 
a choice. They can do nothing and accept 
the current situation, which indicates a 
lack of any real business leadership ca- 
pability, or they can look to change a 
situation that is clearly impairing their 


organisation in leveraging digital oppor- 
tunities. From our research we developed 
the following suggestions: 

Act like a business leader. Remember 
that a CIO is first and foremost a business 
leader, albeit with a special responsibility 
for IT. Develop a view on what is hap- 
pening in the business and its environ- 
ment, engage in discussions on strategy 
and innovation, be open to some political 
manoeuvring - politics is part and parcel 
of organisational life and can be a way to 
finding the win-win situations. 

Speak the language of the business. 
It might seem somewhat contradictory, 
but conversations in the C- suite about 
IT should never be about technology! 
The CIO who begins talking about tech- 
nology risks confirming the stereotype 
of not being close to the business and 
losing their listeners. Avoid your jargon 
and talk business impacts: be clear about 
contributions to growth, margins and 
cost reduction. 

Get out of the office. In order to get out 
there and find, test and present the best 
applications that meet business require- 
ments, the CIO is going to have to under- 


stand the business requirements and pri- 
orities first. Engage with users, managers, 
executives, even go on a few sales calls, 
or listen in on conversations about sup- 
plier quality. Be and be seen as an agent 
of change, and be ready to show why re- 
sources are needed and change essential. 

Promote IT as an instrument of 
change and innovation. Look to go be- 
yond IT being an enabler of transforma- 
tion, and be part of the transformation 
shaping the direction the organisa- 
tion takes. 

Use appropriate metrics to raise aware- 
ness of the value of IT. By making a shift 
in the way that CIOs measure IT value 
and impact, they have a common lan- 
guage to begin this new dialogue with 
their business partners. 

Coach the leadership team on the op- 
portunities and treats of IT. CIOs should 
spearhead the effort to educate, or better 
coach, the leadership team on digital is- 
sues. This can include briefings, frequent 
updates about IT initiatives, and the use 
of new IT tools. Some CIOs write regular 
blogs detailing how IT might be used by 
the business. 
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Figure 4: Reported problems in innovation cooperation between IT and non-IT, by country 
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Start chasing innovation. Its no longer 
good enough to just be there enabling 
innovative ideas; whats imperative is 
working together side-by-side with 
C-suite colleagues to co-create value as 
the business digitises. Be proactive. One 
CIO uses the term "manufactured seren- 
dipity" to refer to the orchestrated series 
of events, presentations and workshops 
he initiates in order to spark ideas from 
within the executive ranks. Another has 
established an innovation unit to actively 
seek out technologies that can impact the 
more than 1 00 businesses that make up 
the group. 

Recognise that shadow IT may not 
necessarily be a bad thing. In some or- 
ganisations, so called shadow or "rogue" 
IT has emerged in response to the per- 
ceived inability of IT to deliver. Instead 
of seeing this as a risk or threat, take it 
as a sign of healthy innovation and a val- 
uable opportunity for IT to work more 
closely with business partners to develop 
new capabilities. 

Don ’t be the Department of No. In some 
companies, the IT organisation has a rep- 
utation for saying no to everything. Get 
involved in initiatives when they are still 


the germ of an idea, don't wait to block 
a fully-tested app in use. Communicate 
concerns early, shape the direction of con- 
versations away from confrontation and be 
open to cooperation even with lay people. 

The CIO who takes these messages 
to heart is likely to dramatically change 
the climate of communication with their 
business colleagues, catapulting the or- 
ganisation towards the most promising 
innovations in IT. £3^ 
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UNPACKING THE 
‘BIG DATA’ SKILL SET: 

IT’S NOT JUST - OR EVEN MOSTLY - 
ABOUT THE DATA 

BY MIHNEA MOLDOVEANU 


Big Data presents challenges and opportunities that need a 
new set of skills. Current formulations of the Big Data skill 
set are reductive and restrictive, and programmes set up to 
hastily address the very real labour market shortage have 
fallen short of delivering on the promise. Below, Mihnea 
Moldoveanu demonstrates that a comprehensive re-concep- 
tualisation of the Big Data skill set is required to redress the 
wave of disappointed expectations at the ways in which se- 
lection and skill development programmes have approached 
this new - and very much alive - opportunity and challenge. 

B ig Data - we are told - represents the business opportu- 
nity and challenge of the decade. The opportunity is that 
of using the 2.5 quintillion bytes of data generated every 
day - 90 percent of which has been generated during the last 
eight quarters - in order to make more informed and respon- 
sive business decisions on the basis of solving the problems the 
world throws up more accurately, reliably and efficiently. The 
challenge - we are also told - is to tame the volume and variety 
of the data with the right velocity to produce timely inferences 
and insights. 

Accepted wisdom is that we are falling short of the Big Data 
challenge on account of the dearth of "deep analytical skills" - 
McKinsey & Co estimates that the labour market is between 
1 40,000 and 1 90,000 new data scientists short of responding 
to the Big Data challenge. Academia - always quick to exploit 
a perceived imbalance in the demand and supply of talent to 
the end of appropriating a new stream of cash flows - has 


responded with a flurry of new Masters' programmes in "Big 
Data analytics" - some 40 new programmes during the last 4 
years in North America alone - which purport to equip gradu- 
ates with Big Data skills by re-deploying courses in economet- 
rics, statistics and operations research developed for the "small 
data" era in handsomely tailored - and premium-priced - di- 
ploma-bearing packages. Massively Open Online Course offer- 
ings of promising "Big Data" skills have grown fifty-fold during 
the last two years, and very muscular "catch-all" Big Data anal- 
ysis firms like Palantir, Sentient and Cloudera have emerged as 
providers of "insight-on-demand". 

Forward looking analysists have warned that the Big Data 
hype cycle is entering the trough of disillusionment that follows 
the wave of exuberantly inflated expectation , but that may be as 
much on account of the hurriedly improvisational nature of the 
reaction from labour market and talent suppliers to the Big Data 
"opportunity" as because of always -lurking "bubble" dynamics. 
We have over-simplified the Big Data challenge as being one of 
storing data and getting computers to do things with it, and that 
has led to a mis- specification of the Big Data Challenge to the 
labour market, on which we have hurried to act. Internalising 
the real challenge of Big Data will involve a careful mapping of 
the skill sets that the "sense -to -bits" revolution in the way we 
interact with the world entails, and the reconstruction of train- 
ing and selection engines that deliver. 

Only once we have broken out of the straitjacket of thinking 
about the Big Data Challenge as a bigger version of the causal 
and predictive analytics problems we solved on smaller data 
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sets, under less time pressures and with fewer 
programming languages at our disposal, will we 
be in a position to face the Big Data Challenge 
in a way that addresses the Big Data opportuni- 
ty set. And that opportunity set is significantly 
broader than what we currently imagine, ranging 
from continuous learning guided by sensors that 
tell us when and how we are most likely to learn, 
to personalised health care that creates adaptive 
maps of gene -environment-behaviour interac- 
tions to produce real time personalised advice 
and intervention - just to name two $4 Trillion- 
range global industries that have not even started 
to feel the seismic rattles of the senses-to-bits- 
to- solutions earthquake. 

A Little Map of Big Data Skills: Breaking out 
of the Straitjacket 

Current reductivisms about Big Data skills have 
a common root, to which language bears witness. 
Data is the plural of datum which is translat- 
ed from Latin as "given". But givenness - a red 
herring even in the natural sciences - is even 
less obvious when it comes to measurements 
produced by human behaviour. Purchasing be- 
haviour, mating behaviour, and web surfing be- 
haviour are radically different from the behav- 
iour of electrons in a circuit or a plasma, because 
they are produced by decision and choice pro- 
cesses that are susceptible to insight, feedback 
and re -interpretation. 

Modelling 

The models and methods of economic science 
and decision theory, of network theory, evolu- 
tionary theory and information processing theory, 
need to be mastered in the same way in which 
Newton's Laws are mastered by freshman me- 
chanical engineering students. Google's famous 
quip that "in a world where information is free 
and plentiful you do not need models" is as wrong 
as (Google) can be: without a model of the un- 
derlying process that generates the data, we have 
no way of knowing what is relevant and what is 
not, and no filter for the massive information sets 
that come our way. To interact with Big Data, 
you need to understand the processes that have 
produced it, and the processes of model build- 
ing. Hypothesis generation, model testing, model 
calibration, and model selection are as relevant to 


Big Data challenges as they are to the prediction 
of the behaviour of electrons in a plasma - some- 
thing that AIG's Chief Science Officer Murli 
Buluswar intuitively understood as he vectored 
the prediction-and-insight-generation engine of 
the financial services behemoth toward a culture 
of evidence-based decision making culture. Big 
Data, however, poses an additional challenge, one 
that standard social science is ill-equipped to 
handle all by itself the process of model building, 
testing and calibration has a massive algorithmic 
component: models must be coded in ways that 
makes the generation of insight tractable on the 
hardware we have at our disposal. 

Big Data challenges are rarely just about 
storage. As Adam Jacobs has pointed out, we 
can store 1 6 byte -field -long data on each one 
of the 7 billion humans currently around on a 
single Dell enterprise server; but, our ability to 
run sophisticated tests of hypotheses linking 
these characteristics to derive useable insights is 
severely limited by the hardware we can syn- 
chronously access, and the complexity of the al- 
gorithms we use to code the models we build. 
Ingenuity - the ability to search for the most 
efficient ways of searching for insight - is the 
rate -limiting skill at the level of the humans who 
shall write the code, just as Moore's Law- type 
regularities constrain our abilities to perform 
calculations and calls to memory. Moore's Law 
will not by itself take us to the computation- 
al prowess required to process the volume of 
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data required to give personalised medical advice on the basis 
of remote sensing of milieu and databases of gene -environment 
interactions, even if we do not take thermodynamic limits into 
consideration: we need to consistently develop the algorithms 
that increase the number of bits of new information per execut- 
able operation. 

Sensing 

The fact that data is decidedly not given entails we must pay 
close attention to the interactive ways in which we create it 
"The mind and the world together make up the mind and the 
world" - the philosopher Hilary Putnam notably quipped - 
and science has made as much progress by disciplined pos- 
tulation of model and hypothesis as by the judicious transfor- 
mation of quality into quantity. Sensing - the uniquely human 
skill by which raw feelings and perceptions are turned into in- 
terpretable and communicable objects and events, and onward 
into measurable quantities we can turn into fields of bits and 
bytes. "Quantifying" anger, disgust, malaise and angst are Big 
Data skills that lie outside of the domain of the cognitive skills 
we have become so routinised at (trying to) transfer. Yet such 
quantifications are critical to quintessential Big Data projects 
like the remote sensing and optimisation of the emotional land- 
scapes of learning, collaborating, managing. 

Accordingly, the Big Data "virtuoso" will be a consummate 
phenomenologist - someone capable of sensing, describing and 
interpreting raw feelings so that they may be turned into the 
words and measurements that create the "given" evidence. And, 
of course, where there is quantity, there are critical efficien- 
cy gains to be realised by delegating mechanical tasks to the 
zero-marginal- cost-of- computation machine - the computer 
and the wearable device - which means that this is no "usual" 


phenomenologist, but one who can also design and write the 
code and build the interfaces that will turn sense into bits and 
bits into databases. 

Informing 

We often refer to the "variety" of data comprising a Big Data set, 
but a single word does not do justice to the varieties of variety of 
Big Data. We have varieties of format and formal languages; va- 
rieties of operating systems and computational and storage plat- 
forms; varieties of substantive format of the data (text, numbers 
and other symbols); and varieties of the access protocols re- 
quired to enter different databases. Database design experts have 
quickly realised that getting data into a database is far easier 
than getting it out - and the Big Data skill set accordingly must 
comprise the ability to design, merge, fuse and search data- and 
knowledge-bases, once again by deploying algorithms that do 
so efficiently on the hardware the databases currently inhabit. 

It is fascinating, moreover, to see how the security-privacy 
behemoth of a problem in the corporate world has been hived 
off artificially from the Big Data problem - as if either encryp- 
tion and privacy/authentication solutions designed for small data 
are seamlessly scalable, or Big Data somehow does not live in 
the same gruesome, politically charged, hacker-and-paparaz- 
zi infested social sphere in which all data lives. Neither is true, 
of course: building a real collaborative platform for investigat- 
ing patterns of neurological dysfunction across a very large pop- 
ulation cared for by multiple health care organisations is a Big 
Data problem "from Hell" precisely because of the special secu- 
rity, authentication and privacy problems that must be addressed, 
concurrently, on multiple non- compatible archival and storage 
systems - and, very quickly. 

Communicating 

Big Data creates Big Problems - as I have argued in a company 
article, and Big Problems yield more readily to insight that is col- 
laboratively produced than to the efforts of any one expert - or 
expert - appended to a machine. Collaboration - and not just 
coordination or co-mobilisation - is the key to the creation of 

Internalising the real challenge of big 
data will involve a careful mapping 
of the skill sets that the "sense- 
to-bits" revolution in the way we 
interact with the world entails, and 
the reconstruction of training and 
selection engines that deliver. 
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collective intelligence (and, ingenuity) - 
which transcends the sum of the problem 
solving prowess of the individuals making 
up the problem solving team. The key to 
collaboration is effective, precise and 
connected communication - which en- 
compasses both the presentational skills 
of synthesising, structuring, and arguing 
and the relational skills of dialogically de- 
liberating and taking perspectives foreign 
to one's own. 

"Relating" is a far more sophisticat- 
ed skill than we would be led to believe 
by its "soft" -sounding name. Many enter- 
prises confronting Big Data challenges 
are flummoxed by the challenge of cul- 
tivating a managerial team that can ef- 
fectively communicate with the techni- 
cally trained suite of coders, developers 
and solutions providers - which involves 
a convex combination of understanding 
the technical language systems and ar- 
chitectural and functional challenges of 
new database design and integration and 
the traditionally "liberal arts-ish" skills of 
articulating one's thoughts with precision 
and sensitivity and reading the emotional 
landscapes of individuals and groups off 
the often opaque set of body signals, gazes 
and tone, pitch, rhythm and syncopation 


of voiced speech. And, of course, coding 
will not leave us alone here either, as the 
technologies for collaborating - emails 
and wiki-machines - must be reinvented 
to facilitate the trustful sharing, pooling, 
dissemination, tunnelling and aggrega- 
tion of relevant information in the right 
time, at the right place, and the minds of 
the right people. 

The Map at a Glance - and 
a Fragment of an Insight 

The map of Figure 1 is vastly larger in 
both scale and scope than what has been 
taken to be the canon of "Big Data skills". 
Additionally, it highlights skills that most 
of the programmes purporting to address 
the Big Data talent shortage - created 
and promoted by silo-based, disciplin- 
ary units of academic institutions taking 
a supply- centric view of education - 
are not currently either selecting for or 
seeking to transfer. The skills map, ac- 
cordingly, also functions as a "map of the 
gap" - of a gap that has been created by 
talent-recruitment and training organisa- 
tions that have focused on what they can 
and like to do - rather than what is needed, 
or optimal. Creating the recruitment and 
training vehicles that deliver on the Big 


Data skill set requirement will repre- 
sent a test of the very skills of collabora- 
tion and communication that are part of 
this ideal arsenal - and it may be a set of 
skills that quintessential problem solving 
organisations that have been at the fore- 
front of articulating the Big Data chal- 
lenge - like McKinsey, BCG, Deloitte, 
Google, Apple, Facebook and IBM - may 
be better equipped to address than aca- 
demic institutions currently are. But the 
Big Data challenge - and the opportuni- 
ties the senses-to-insight era is herald- 
ing - has, I predict, a curious character- 
istic: it will not go away. Unlike Texas oil, 
telecom equipment and chips, mortgage 
backed securities, and any of a number 
of fads and bubbles you can remember 
- this one has depth and resilience pre- 
cisely because of the ever changing land- 
scape of the techniques, technologies and 
tools by which reality is sensed, mea- 
sured, stored, and made sense of through 
the full set of capabilities of human and 
machine combined. Ei^ 
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“I Can’t Help You:” 

The Dangers of Employee Disablement 
in the Soeial/Mobile Era 

BY CHRISTOPHER SURDAK 


The quality of customer service has been steadily declin- 
ing in recent years, but now that increasing digitisation has 
shifted more power to the consumer. Christopher Surdak 
demonstrates that bad service can, and will, become detri- 
mental to companies. 

I f you're like me, over the last decade you have noticed a 
consistent and rather dramatic decline in customer service 
from a wide range of businesses with which you inter- 
act Decades of relentless cost- cutting, outsourcing and right 
sizing have all conspired to devalue customers, and the em- 
ployees who interact with them. For some time now busi- 
nesses have been rewarded for maintaining a scarcity men- 
tality, whereby customer service has been sacrificed at the 
altar of "good enough is too much." This trend towards deval- 
uing customer service is now colliding head-on with custom- 
ers' growing expectations of instant gratification, operation- 
al perfection and what's-in-it-for-me. These expectations are 
a direct result of the "appification" of their daily lives, where 

This trend towards devaluing customer 
service is now colliding with customers' 
growing expectations of instant 
gratification, operational perfection and 
what's-in-it-for-me. 


their every whim can be met through exceedingly clever apps, 
downloaded in seconds, for free, on their smart phones. 

Organisations who continue to pursue a scarcity strategy 
now face a range of dangers, and the stakes have never been 
higher. Cloudification, Mobility and Social Media are conspir- 
ing to pull the commercial rug out from underneath such com- 
panies and their "race to the bottom" business models. 

Outsourcing, Cost Reduction and the Scarcity Mentality 

One of the consistent themes in global business over the last 
two decades has been a relentless assault on costs. A great many 
organisations have pursued a scarcity mentality, whereby they 
seek to eliminate any cost possible in every aspect of their op- 
erations in order to remain competitive. 

This strategy, coupled with substantial increases in per 
capita productivity, largely driven by advances in informa- 
tion technology, has lifted the global living standard by a sub- 
stantial amount. Indeed, between 1990 and 2010 the global 
population living in extreme poverty fell from 1.9 billion to 
1 .2 billion people.^ From this perspective a scarcity mental- 
ity appears to be a good thing, as quantitatively we seem to 
be living a better life. However, these cost- cutting measures 
rarely take into account the qualitative aspects of what you and 
I receive as consumers. 

In many companies the single largest variable cost is labour. 
Hiring and managing a workforce is an expensive undertaking, 
and incremental reductions add up to significant savings. As a 
result, many organisations work to cut labour costs. 
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In the mid-1990s the outsourcing 
craze began in earnest Global connec- 
tivity to the internet and low-cost inter- 
national telephone calls allowed organ- 
isations to leverage much lower labour 
costs available in nations such as India, 
China, Malaysia and The Philippines. 
The difference in salaries between labour 
in developed countries and developing 
countries was vast While connecting 
these populations to global networks was 
expensive, this cost paled in comparison 
to the savings that were available in le- 
veraging income inequalities. 

As a result between 1992 and 2012 
the United States alone saw the loss of 
nearly 29 million jobs which were out- 
sourced to lower cost markets.^ While 
these massive shifts of labour did reduce 
costs globally, and accelerated develop- 
ment in emerging nations, for many it soon 
became clear that labour was not quite as 
fungible as everyone seemed to believe. 

The Western Front of Customer 
Service: Clerks, Representatives and 
Salespeople 

Whether outsourced or insourced, off- 
shored or re- shored the trend of paying 
less for labour inputs has taken a firm hold 
in most global organisations. The result of 
this trend is that organisations are simply 
paying less to staff in those roles believed 
to be less important. Organisations seek 
to hire those employees who are willing 
to accept lower pay, and this generally 
means that those hired are less qualified, 
motivated and educated than those who 
expect higher pay. 

As a result, those who accept lower 
wages in these roles are not trusted with 
a great deal of authority or responsibil- 
ity. They work inside of policy, process 
and reporting structures that limit their 
authority to act, as they are merely seen 
as vehicles for executing those struc- 
tures. If many of today's jobs feel some- 
what de-humanising and unsatisfying, it 
is because they have been designed to 
be so. When an organisation hires with 


a scarcity mentality, the resulting lack of 
skill, motivation and drive in employees 
must be managed. 

It is troubling that many of the roles 
that have been most drastically affected by 
this trend are those with the greatest in- 
teraction with customers. Clerks, custom- 
er service representatives and salespeople 
are being paid less and less, and are given 
ever- shrinking ability to actually perform 
their jobs. Whether their role is out- 
sourced to a service center thousands of 
miles away, or staffed locally by someone 
willing to accept lower pay, people on the 
front-lines of customer interaction are no 
longer trusted to do the right thing, and are 
taught processes and procedures that take 
away their ability to do very much beyond 
delivering a forced greeting. 

"I Can't Help You" 

This purposeful disablement of custom- 
er-facing employees has led to the ulti- 
mately fatal trend of telling customers, 'T 
can't help you." I hear this on a daily basis, 
and am growing increasingly weary of 
it. Another variation is, "That's just our 
process," or "That's just our policy." The 
policies and processes implemented by 
many firms discourage problem solving 
by their employees. Scarcity has built an 
expectation that low- wage employees 
cannot be trusted to make decisions, and 
so they can't and don't. 

The upswing of this is that we as cus- 
tomers are forced to accept an ever-di- 
minished experience in our interactions 
with organisations that serve us. While 
we might enjoy the quantitative benefits 
of high -productivity and low costs, we 
also suffer an enormous qualitative loss 
in how we obtain those benefits. 

The Customer Strikes Back 

It seems that many organisations have 
chosen to live with a certain degree of 
customer malaise because their custom- 
ers have allowed them to get away with 
delivering terrible service, we have sur- 
rendered our qualitative expectations in 



return for greater quantitative benefits. 
However, it would seem that this trend is 
reversing, and is doing so in a rapid and 
comprehensive manner. 

Our technology has been advancing at 
an accelerating rate, and consumers' ap- 
petite for these technologies has been vo- 
racious. The powerful combination of 
smartphones, apps and social media is 
leading to expectations of instant grati- 
fication, a process I call appification. By 
late 2014, you and I as consumers will be 
so appified that if it takes more than 30 
seconds, and more than one euro, pound, 
or dollar (et cetera) to fulfill our need, we 
simply go elsewhere. Appification has left 
us completely intolerant of poor perfor- 
mance, inefficiency, or delay. 

Appification also means that you and I 
have an expectation of perfection. I expect 
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everything I use in my world to work correctly the first time, 
every time. If you are providing me with a product or service 
you receive no credit for merely meeting my expectations. 
Conversely, if you fail to meet my expectations, I have absolutely 
no tolerance for your failure and will immediately abandon your 
product or service in search of gratification elsewhere. 

In a world where there are millions of apps available for 
instant download customers no longer face any meaningful 
switching costs. As a result, our previous need to choose either 
quantitative benefits or qualitative benefits from our suppliers 
has come to an end. Today, customers expect both, and will not 
readily settle for less. 

The Disablement Disaster 

Recently I had an experience with which nearly everyone can 
identify. I had purchased an enlargement of a digital photo. 
I conveniently placed my order online, and arranged for in- 
store delivery. When I arrived at the store it was immediately 
obvious the job was performed incorrectly. Rather than using 
the high -re solution file that I had sent, the employee who made 


With instant access to the global 
community of consumers through social 
and mobile technologies, each customer 
service failure can be blown dramatically 
out of proportion. 


the enlargement somehow reduced the file size, leading to a 
poster that was blurry, and ultimately worthless for my pur- 
poses (a gift). Nevertheless, this particular employee appar- 
ently shrugged their shoulders, placed the poster in a box, and 
shipped it off 

It took me an hour to arrange for the poster to be re-created at 
the store and this time the photo was properly enlarged. However, 
at this point the clerk performing the enlargement noticed that the 
photo was copyrighted to the photographer. The clerk asked me 
for the release from the photographer which I had on my smart- 
phone. Unfortunately, the clerk refused to accept this electronic 
release, telling me "that's just our policy," and "I can't help you." 

Needless to say, I was unimpressed. I sensed the opportunity to 
capture an interesting example for this very article, so I pursued 
the issue further. Rather than relent to this clerk's disablement, I 
escalated. Two hours later, I had worked my way through four 
layers of supervisors, each of which reiterated these same sorry 
phrases, "that's just our policy," and "I can't help you." 

Throughout this ordeal I was posting about my experience 
on various social media platforms sharing with the world at 
large my dissatisfaction with this total lack of customer service. 
Ironically, once the store manager capitulated and accepted the 
digital photographer's release, the clerk who originally served me 
handed me a further release form to sign. I said to him, "If I had 
signed this release two hours ago, would you have let me take my 
photo?" He replied, "yes." I then asked, "Why didn't you tell me 
that two hours ago?" "I didn't think of it then," was his response. 

Dangers of the Connected Consumer 

Herein lies the danger of employee disablement: organisations 
who have purposefully devalued their customer service in the 
name of cost savings are now delivering terrible service at pre- 
cisely the time that their customers no longer have any patience 
for this, and at the time when they can actually do something 
about it. With instant access to the global community of con- 
sumers through social and mobile technologies, each custom- 
er service failure can be blown dramatically out of proportion. 

This can cause extreme damage to a company's brand, dis- 
suade future purchases of the service in question, and ultimately 
means that power is being put back into the hands of consumers. 
We can now expect both quantitative AND qualitative benefits 
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in our purchases, and if we don't get 
them we immediately buy from someone 
else, but not before leaving an aggrieved 
Parthian shot on Facebook or Twitter. 

Deliver or Die 

Conversely, I have had several outstand- 
ing customer services experiences, and 
in nearly every one of these cases it is 
because an employee took it upon them- 
selves to step out of their role, process or 
policy, and take personal responsibili- 
ty for their work One such story comes 
to mind from a business trip. After several 
flight cancellations and delays, I arrived at 
my destination hotel after midnight. I had 
not had a meal in well over twelve hours, 
and was famished. I asked the receptionist 
if room service was available and received 
the standard, "I can't help you," reply. 

Too tired to argue, I wandered up to 
my room and prepared to purchase a bag 
of crisps from the vending machine down 
the hall. Moments later I received a call 
from this same receptionist asking me 
if I could select an item from the room 
service menu and she would see to it that 
I received it as soon as possible. I made a 
selection and, surprisingly, she appeared 
at my door fifteen minutes later with a 
sandwich and soft drink I broke through 
my speechlessness long enough to thank 
her, and had a satisfying meal. 

I am quite certain that that receptionist 
broke several rules, policies and processes 
in fulfilling my need at that moment, and 
this is precisely why she deserves kudos 
in this article. She took it upon herself to 
fix my problem, regardless of the rules that 
might have dictated otherwise. As an ap- 
pified consumer with no patience and 

If someone is not authorised 
to make a decision on 
behalf of a customer, they 
should not be interacting 
with customers. 


infinite choices, it is this sort of behaviour 
that defines my new definition of quality. 
To impress me and keep me as a custom- 
er it is not enough to deliver perfection. 
Rather, it is how you respond when some- 
thing goes wrong (and things will often go 
wrong), that determines if you have deliv- 
ered a quality experience. 

Because of that experience, I now go 
out of my way to stay with that hotel chain 
in my frequent travels, and I tell people 
about that experience at every opportu- 
nity. Cheapness-through- scarcity may 
have been a superb strategy to remain 
competitive over the last twenty years. 
However, the social/mobile revolution 
has completely changed the competitive 
landscape, and consumers are no longer 
willing, or required, to accept terrible cus- 
tomer service in order to have their quanti- 
tative needs met. Over the coming decade, 
disablement of customer-facing employ- 
ees is a losing strategy, and organisations 
who do not adapt to this reality will likely 
be ostracised, penalised and then margin- 
alised in rapid succession. 

A Strategy of Delight 

So what should organisations do in light 
of this shift in consumer power? First and 
foremost, drive authority and responsibil- 
ity for decision-making as close to your 
customer as possible. If someone is not 
authorised to make a decision on behalf 
of a customer, they should not be inter- 
acting with customers. This may mean 
fundamentally changing your business 
processes and hiring practices, but it is 
imperative nonetheless. Every customer 
that interacts with your employees has a 
trigger finger on the "send" button of their 
favorite social platform, and the slightest 
delay in meeting their needs could cause 
a maelstrom of negative publicity. 

Secondly, make sure that your organ- 
isation is actively monitoring social media 
platforms in order to see where your pro- 
cesses and policies are failing. The number 
of organisations who are not actively mon- 
itoring such social traffic surprises me. By 


not doing so, there are likely hundreds, if 
not thousands, of conversations going on 
regarding your organisation in which you 
have no voice. This means that your least- 
satisfied customers may be speaking on 
your behalf and it's not likely that they're 
speaking well of you. 

Third, look for reward and celebrate 
those employees who do provide excep- 
tional service to customers regardless of 
whether or not they were authorised to do 
so. My hotel receptionist may have broken 
the rules in helping me that evening, but 
she secured for her employer a custom- 
er for life. Unless such acts are financial- 
ly reckless, they should be rewarded and 
replicated across your organisation. 

The conclusion that I hope you gain 
from this is that power in the supplier- 
customer relationship has shifted, and 
it has done so dramatically. That this 
has occurred at the same time that cus- 
tomers now expect perfection is no ac- 
cident. Rather, it is the relentless pace 
of technology innovation, appifica- 
tion, and nearly perfect access to in- 
formation that has given consumers the 
ability to expect more. Organisations that 
adapt to these changing expectations are 
likely to reap rich rewards in custom- 
er delight and loyalty, those who do not 
stand to see their customer base eroded 
quickly as they struggle to figure out 
why, 'T can't help you," is no longer an 
acceptable answer. 
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Women in Leadership 


THE FUTURE OF 
GENDER EQUALITY, 
FROM SCHOOL 
TO BOARDROOM 

HELENA MORRISSEY TALKS TO CAMILLE MERRELLS 


Helena Morrissey is the unstoppable CEO of Newton, Chair 
of the Investment Management Association (IMA) and 
founder of the 30% Club - to name but a few of her many 
and varied roles. Our editor Camille Merrells met Helena 
on a rainy Thursday morning to talk about the future of the 
30% Club, gender equality from the schoolroom to the board- 
room, and the economy. 

T he 30% Club was officially launched in 2010 with the 
goal of 30% women on FTSE-1 00 boards by the end of 
201 5. Since then the proportion of female FTSE-1 00 di- 
rectors has risen from 1 2.5% to 23%. 

A rise she attributes in part to having a "measurable goal." 
But she says a big reason for their success has been the involve- 
ment of established male leaders. "It was a sudden realisation 
that we women tended to be talking to each other rather a lot 
and that we needed to have those in power actually saying its 
important as well." 

Slowly but surely the climate for women in business is 
changing from what Helena herself experienced when she was 
starting out "I say this hesitantly because Fm slightly ashamed 
to admit it but I think I made compromises along the way, I 
didn't really feel like I had much choice. I felt that to get a seat 
at the table I had to fit in with everybody else. Whereas now I 
think for women to succeed we need women to be themselves." 


Talking about the club's development Helena says she is ex- 
cited for the future, but does she think the 30% Club's goal will 
be reached by the end of 201 5? "Well we're at 23% now and 
obviously we'll have to have quite a sharp pick up in pace to get 
to 30%. So I'm guessing it might be something like 28%. I was 
looking yesterday at turnover figures, on average about 1 4% of 
the FTSE board positions come up for grabs every year. And if 
we kept at the same rate of female appointments - roughly a 
third - then we won't quite get there but we'll get somewhere 
between 25% and 30%." 

But in her own words "I don't think I'll be ringing my hands 
saying 'oh how terrible we didn't get there' I'll be thinking about 
how much we managed to achieve." 

For those of you wondering if that's it for the 30% Club at 
the end of 201 5, you can be assured that is far from the case, in 
Helena's words they have moved away from having "this little 
focus on women on boards" to much broader initiatives to en- 
courage diversity. To quote from the 30% Club handbook, the 
focus is on "bringing cohesion and creating new initiatives from 
schoolroom to boardroom." 

Helena is very passionate about this broader focus. "We have 
all these new programmes and they're all in the pipeline. We have 
a big launch soon of a collaboration with Speakers for Schools. 
We're going right back to the early stages, there's a long way to 
go before we have true gender equality at every level. 
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With the 30% club evolving so much I ask Helena if she 
feels her role has drastically changed as well. "Well this is a 
passion for me and something that I will always champion. But 
Tve made a commitment to my family as well as my business 
that Tm not going to carry on with the same intensity after the 
end of this year. Its been my baby but your children grow up 
don't they? And you'd never wash your hands of them but you 
wouldn't expect to be sorting out what they're having for break- 
fast either. I will always have a role, but there's a chair or co- 
chair of every one of the sub groups. So I'm trying to perfect the 
art of delegation." She says, laughing, "trying" is the operative 
word there I imagine. 

Going back to Helena's family I ask her how having children 
impacted her career. "I think it has at certain stages made it a 
struggle, I have to be honest and say I haven't discovered some 
sort of magic wand that you can wave over everyone and make 
them sit there quietly and do what they're told - either at home 
or at work I've made compromises, felt terrible sometimes but 
I now feel that, actually, we shouldn't have to make all of those 
choices. I started working more than 25 years ago so I would 
have hoped things have moved on. Maybe they haven't moved 
on enough." 

"Do you see things changing soon?" I ask, with flexitime and 
different working weeks being suggested less and less half-heart- 
edly. "I think the question is, has it still got the stigma attached? 
Is it still seen as a perk rather than actually people working more 
'smartly'?" At Newton a few years ago when she was being asked 
to make redundancies, Helena instead introduced a four-day 
week, she says "to my surprise as many men as well as women 
took it up and that changed the way it was seen then." 

But there is still stigma around flexible working hours, make 
no mistake. One of Helena's many hats is the chair of Oppor- 
tunity Now, whose 2013 survey of 25,000 people (Project 
28-40) revealed that the women who worked flexibly said that 
they felt resented by their colleagues for doing so and started 
working longer hours, they also said that it was incompatible 
with career progression. The survey also revealed that their col- 
leagues who didn't work flexibly did, in fact, resent them. 

On Work and Family 

Helena definitely knows a thing or two about how hard it is to 
work full-time when you have a family, her and her husband 
have nine children. This seems like a dominant focus for the 
media I tell her. I wonder if there would be as much of a focus 
on her family if she were a man. 

"I don't think there would," she says, "Although I have to say 
I don't mind as much as perhaps people think I mind, because 
it's a big part of who I am. My life has evolved without this big 
life plan, and I'm very lucky that my husband's at home. I don't 
really mind that much." 



On the subject of having children she says, "I do think often 
we, as women, overthink it. There's never a great time to have a 
baby. I mean we couldn't really afford to have a baby when we 
first had a baby. I didn't really particularly want to come back to 
work after the first baby but because I had to, by the time I had 
more children I was conscious that actually a baby isn't a baby 
forever, and you can think more long-term." 

"Would that be your advice for women then?" I ask, "to not 
overthink it and realise that it is by no means a career-killer?" 

"Well a lot of people come up to me with these questions." 
She says, people wondering, when they're planning on getting 
married and having children, whether they should take a pro- 
motion. "I say 'for goodness' sake take the promotion!" She says 
the important thing is to take things one step at a time. 

Her biggest piece of advice for women who do want to have 
children and stay on the corporate ladder is this: "If you really 
want to have a baby, just make sure that, if you're also ambitious, 
you speak up about what you want to your employer and then 
listen to yourself as well as your views change." Women shouldn't 
have to be passed up for more committed roles because people 
assume they want to take a step back due to motherhood. 

"I would also like to see it not be so linear." Meaning that it's 
currently hard for people to "downshift", however temporarily af- 
ter a baby because there's a certain timeline people have in their 
heads about the road to success. "If you haven't made it in twelve 
years people think you're never going to make it. But just because 
you've taken some time out in a career that might span 40 or 50 
years even, what difference should it make?" 

At Newton Helena tries to ensure that the environment is a 
much more encouraging space for women. "I recently had three 
round tables with different women from different parts of the 
business. And it was interesting because some people had ab- 
solutely fantastic experiences, and then others recounted things 
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" I felt that to get a seat at 
the table I had to fit in with 
everybody else. Whereas 
now I think for women to 
succeed we need women to 
be themselves. " 


that I would wince at So I do think that 
the culture here is great but not perfect, its 
something you have to work at constantly." 

Regular readers will remember my 
last interview for this feature with Cheryl 
Giovannoni of Ogilvy & Mather, who felt 
that part of the problem is that women 
just aren't putting themselves out there at 
work as much as men have been doing 
for decades. Helena agrees, "You realise 
that actually certain people strategise, 
and maybe they take more credit. Tm not 
saying suddenly women should take on 
bad habits, but you shouldn't completely 
hide your light under a bushel and some- 
times women do. Sometimes we have to 
contribute to the change." 

On The Global Female Leaders Summit 
and Meaningful Change 

Helena is speaking at the Global Female 
Leaders Summit in Berlin in April of this 
year. I ask her if she thinks it's important 


that women in business have a space of 
their own to learn from and talk to each 
other. "I do, I mean for a while I was quite 
opposed to things which were all women 
because I feel strongly that the conver- 
sation should not be dominated by wom- 
en talking to women, because it doesn't 
achieve anything. But I also do think that 
women draw confidence from each other. 
I think as long as it's not all our hopes and 
dreams resting on the women's events 
then they're good complementary things 
to have." 

From talking to her you can see that 
Helena is extremely optimistic for the 
future of women in business, and there 
is no denying that the 30% Club have 
had unprecedented success in terms of 
real and measurable change, but I ask her 
what she thinks the biggest factors are 
still standing in women's way. 

"I think perseverance is the biggest 
problem. It takes a decade or longer to 
become a Chief Financial Officer or a 
Chief Executive Officer and that's where 
a quota could not possibly work because 
you need the technical skills and the ex- 
perience. So I think the biggest challenge 
is trying to get enough change to hap- 
pen that the environment is conducive 
to women wanting to stay and wanting to 
develop their career." 

Like many women I've spoken to, He- 
lena thinks mentoring can be a powerful 
tool in this fight. "Of our mentors, two 
thirds of them are men and it's turned out 
to be quite liberating for women. They've 
said that being able to talk to someone 
outside of their own organisation about 
concerns or exciting opportunities they 
had was different and they could speak 
more candidly. And the men particularly 
who were mentors said that it just opened 
their eyes to these issues, they didn't real- 
ise before that it was quite so tough." 

She doesn't dwell on the difficulties 
for long though, before I know it that 
indefatigable optimism is back "In five 
years time I'm absolutely confident that 
people will say 'remember all that stuff 


we had to do about this?' I mean we won't 
have perfection but there will be a shift 
and it just won't be normal to sit in a room 
with only men and maybe one woman." 

On the Future 

Lastly, I want to ask Helena about the cur- 
rent financial situation in the UK and Eu- 
rope, don't be fooled by all of the work she 
does, first and foremost finance and fund 
management are her area of expertise. I 
ask her about her recent article in the Tel- 
egraph about quantitative easing. 

"Well I think, unfortunately we've 
done so much quantitative easing that 
we've sort of burned our bridges a little 
bit in terms of what other policy opportu- 
nities we have. The weeks since the start 
of the new year have been fairly hairy in 
the markets, and the $50 oil and Greek 
election are piling on and I am quite 
nervous about just one thing sparking. 
We just haven't got a cushion. I think that 
we might end up having to take more pain 
before we can get the gain. We just don't 
have the opportunity to do any kind of 
fiscal easing at this stage. So I definitely 
feel more nervous than relaxed." 

But what does that mean for fund 
management? "I think the only thing we 
can do is to be nimble as investors, one of 
my hopes is that active management can 
prove its worth. I mean that's what we're 
paid to do. If we fail that test that's going 
to be a problem." 

In case you think she's succumbing to 
pessimism here you should know that last 
bit was said with a chuckle. Helena saves 
me the inconvenience of writing a con- 
clusion for this article by summing up 
herself "I'm excited about the women's 
thing. I'm nervous about the economy." 
Seems like a very wise place to be where 
I'm standing, especially with Helena 
Morrissey spearheading that little matter 
of the "women's thing." 

Helena Morrissey will be speaking at the Global Fe- 
male Leaders Summit in April, and 22 “^^, 2015 . 
Apply for tiekets at: http://www.globalfemaleleaders. 
eom/sign-up/. 
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A new program for women executives combines 
business acumen with leadership development 
and career reflection. It’s an approach designed to 
strengthen the key skills needed for navigating the 
road ahead. 

H igh-flying newspaper editor Jill Abramson 
and French nuclear power executive Anne 
Lauvergeon may have worked on different 
sides of “the pond,” but eventually they found 
themselves in the same boat — unexpectedly 
out of a job. 

Abramson, the first female executive editor of The 
New York Times, and Lauvergeon, the powerful CEO 
of the French state-run nuclear utility AREVA SA, had 
a lot in common. Both worked in troubled industries: 
Abramson was confronted with a sharp decline in print 
readership and ad dollars, while Lauvergeon faced 
growing public opposition to atomic power. In the end, 
both were forced out against their will: Abramson after 
just 32 months, and Lauvergeon after a decade of high- 
pro file clashes with politicians. 

These two leaders had been hailed as pioneers 
shattering the so-called “glass ceiling” for rising female 
executives. But their messy exits — and the recent 
early departures of several other female CEOs — have 
sparked discussion about a phenomenon some call the 
“glass cliff.” Are women who reach the top rung of the 
organizational ladder more likely to get fired than a 
male counterpart? 


Nancy Rothbard, David Pottruck Professor of 
Management at the Wharton School of the University of 
Pennsylvania, said it’s difficult for researchers to confirm 
the existence of a “glass cliff” for female CEOs because, 
unfortunately, the sample size is so small: Just 4.8 percent 
of the Fortune 1000 businesses are currently run by 
women. One of the few major studies — released in 2013 
by the consulting Arm Strategy & — found 38 percent of 
female CEOs had been forced out over the prior decade, 
compared to just 27 percent of men. 



There s a spotlight on 
women in these roles — 
there’s incredible pressure 
on them to succeed.” 


— Wharton Management 
Professor Nancy Rothbard 


Watch the videos today at: 

www.WhartonWomensLeadership.com 




“Because women are so rare at those upper 
echelon positions, every time one falls off the cliff, 
proportionally, it makes a lot of difference,” said 
Rothbard, also faculty director of the Wharton 
program Womens Executive Leadership: Business 
Strategies for Success. Male CEOs falter, too, she 
noted, but this rarely receives as much news coverage. 
“There’s a spotlight on women in these roles — there’s 
incredible pressure on them to succeed.” 

Rothbard said it’s critical that women elevated 
to a leadership position negotiate not just their own 
compensation, but also budget and staffing levels 
they’ll need to do their job well — especially when they 
take the helm at a firm that is in crisis. 

She said the week-long Womens Executive Leadership 
program at Wharton works with rising female leaders 
on mastering the art of negotiation, as well as learning 
what she calls “the language of business” to ask the 
right questions, and using emotional intelligence to 
gain sponsorship and support. 

Most female CEOs, said Rothbard, struggle to 
blend the qualities that many workers associate with 
an organizational leader — a demanding, take-charge 
persona — ^with those that are typically ascribed to 
women, such as empathy and nurturing. This kind 
of Catch-22 for female CEOs — forced to defy either 
leadership stereotypes or gender expectations — played 
out in the widely publicized ouster of the Times’ 
Abramson, criticized anonymously by some colleagues 
as brusque. 

Northwestern University psychology professor 
Alice Eagly, an authority on leadership and gender 
issues, has written frequently that the real problem 
for rising corporate women is not a “glass ceiling” 
at the top but a “labyrinth” of biases they must 
navigate throughout every rung of the career ladder. 
Navigating these barriers is a prime focus of the 
Wharton program for female leaders, said Rothbard. 
After all, a female leader can’t stare down the glass cliff 
without reaching the summit first. 


Women’s Executive Leadership: Business Strategies 
for Success runs March 16—20, 2015 in Philadelphia, 
PA. Eor more information, contact +1.215.898.1776 


( worldwide) or execed@wharton. upenn. edw 


Visit: vs^ww. WhartonWomensLeadership . com 


PWharton 

University of Pennsylvania 

APHiir Initituts of ExBCEiti¥« Edmcilion 





Gain Clarity & Confidence 

to Ascend the Management Ranks 

NEW! Women’s Executive Leadership: 
Business Strategies for Success 

March 16-20, 2015 • Philadelphia, PA, USA 

From glass ceilings and work-life balance to “leaning in” and 
office politics, the issues for women as executive leaders 
continue to stir conversation and controversy. Women looking 
to seize greater challenges need a full understanding of the 
dynamics involved. 

This new program for executive women, offered by one of the 
world’s leading business schools, provides clarity in recognizing 
leadership strengths and confidence in understanding the 
building blocks of business acumen. The program covers new 
ground based on the latest Wharton research, while providing a 
forum for establishing a lifelong network of influential peers. 


APPLY TODAY: 

www.WhartonWomensLeadership.com 


EXECUTIVE 
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Marketing 


Luxury brands have spent decades, and sometimes centu- 
ries, cultivating the perfect mix of authenticity and prestige 
to remain successful among their peers. Below Klaus Heine 
and Francine Espinoza Petersen analyse how this balance of 
authenticity and prestige can teach other brands invaluable 
lessons for their marketing strategy. 

T he luxury wine segment is one of the oldest luxury product 
categories. Some centuries-old wineries are amongst the 
oldest brands in the world For instance, the worlds oldest 
existing winery, Staffelter Hof in Germany's Moselle Valley, 
founded its vineyard in the year 862. At the same time, fine 
wines are an innovative and a double-digit growth market, es- 
pecially because of the increasing thirst for wine in developing 
countries.^ We can expect that there are important marketing 
insights that have been making wineries successful for hun- 
dreds of years. Learning from the success of some of the oldest 
luxury brands in the world may help other brands to adapt to 
today's challenges and future trends. 

We believe that luxury wineries are particularly good at 
two major symbolic characteristics that high-end brands must 
fulfill at least to some extent: authenticity and prestige. We 
also believe that the area of luxury marketing can benefit from 
studying the strategies of luxury wine brands. A case study on 
Chateau d'Yquem shows how winemakers have set a benchmark 
for creating authenticity, and a case study on Veuve Clicquot 
shows how champagne brands provide a similar benchmark for 
creating prestige. 

Authenticity & the Winemaker's Benchmark 

THE MEANING AND RELEVANCE OF AUTHENTICITY 
Growing instability, increasingly open societies, a perceived 
rise in corporate manipulation and guile, and the profession- 
alisation of the luxury industry are contributing to reducing 
authenticity.^'^ Marketing academics note the increasing im- 
portance of authenticity to consumers in developed societies, 
which goes along with the desire to escape excessive commer- 
cialisation, and with a search for meaning and experiences that 
feel "real". Assuring authenticity is therefore one of the central 
challenges for luxury brands."*'^'^ Something authentic is not a 
copy but, rather, something real, genuine, unchanged, and of un- 
disputed origin.^ The prerequisite for creating brand authentic- 
ity is to understand the three major dimensions of authentici- 
ty shown below. 

Pure authenticity covers "a continued commitment to tradi- 
tions and the place of origin."® This means that a company orig- 
inally produced its product a long time ago and preserved its 
traditions thereafter, so that the product it sells today is basi- 
cally unchanged from the original. Grayson and Martinec call 



Luxury wineries are particularly good at two 
major symbolic characteristics that high-end 
brands must fulfill at least to some extent: 
authenticity and prestige. 

this indexical authenticity (index = measure), because it relies on 
cues that are thought to prove a factual and spado-temporal link 
between the market offerings and "the real thing."^ Such cues 
might include a logo or bottle design that has never changed. 

Approximate authenticity refers to "approximate historical 
referents," meaning consumers' mental pictures of how things 
ought to be.^® Consistent with this definition are emotional cues 
that conjure an idea or feeling of history, albeit without factual 
links to a time or place that proves an historical connection. 
Approximate authenticity occurs when a product or production 
process has evolved, but the item sold today still resembles the 
original. For example, consumers may understand that wine- 
making at the Austrian Abbey Neuburg has been modernised, 
but they recognise and appreciate the connection between 
today's wine and the wine Neuberg monks produced 900 years 
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ago. Grayson and Martinec refer to this 
understanding as iconic authenticity (icon 
= symbol), because it relies on cues that 
a product resembles the typical character 
of "the real thing."^^ 

Moral authenticity happens when 
brands are perceived as genuine in their 
intentions. Consumers seeking moral au- 
thenticity are less interested in traditions; 
instead, they respond to their perceptions 
of motives, means, and ends. Morally au- 
thentic companies create something 
because they deeply believe in it, not just 
because there is external demand or the 
promise of financial reward. 

Authenticity is not inherent. It is 
a perception, "a socially negotiable 
concept that is relative, contextually de- 
termined, and ideologically driven."^ ^ As 
a result, carefully crafted marketing mea- 
sures can be used to enhance perceptions 
of authenticity. 



Vineyards of 
Chateau d'Yquem 
in Sauternes, South 
of France 


THE WINEMAKER’S BENCHMARK 
Many things at long-established wine 
estates - their buildings, their wine barrels, 
their tools -are indeed something "old," 
which is a typical cue for pure authen- 
ticity. Facing emerging competitors, es- 
tablished wineries tend to place greater 
emphasis on their centuries-old tradi- 
tions, age, and longstanding reputation 
as a means of differentiating themselves 
from competitors.^^ Chateau d'Yquem, in 
the Sauternes appellation of Bordeaux, is 
one of the world's most famous vineyards 
and is exemplary for a luxury wine brand. 
As stated on its webpage: "More than four 
centuries of history are summed up in the 
words 'Chateau d'Yquem Lur-Saluces' 
found on every bottle of Yquem." 

Winemaking in the tradition of an old, 
established terroir is a way to achieve ap- 
proximate authenticity. The concept of 
"protected designation of origin" originates 
from the French wine appellation system. 


Authenticity is not inherent. It is a 
perception. As a result, carefully 
crafted marketing measures can 
be used to enhance perceptions 
of authenticity. 


A "terroir product" guarantees the origin 
of a product from a specific region with 
characteristic soil and climate, and also the 
use of specific ingredients or production 
procedures. Chateau d'Yquem earned the 
unique rank of "Premier Cm Superieur" in 
the 1855 Bordeaux classification. 

The terroir system is also a way to 
control supply, as it creates codified lim- 
itations (i.e. man-made criteria) in terms 
of geographical and manufacturing char- 
acteristics. Limiting production goes 
along with a commitment to quality and 
detail in wine picking and processing, 
which adds to a vineyard's moral authen- 
ticity. Yquem wine can only come from 
the 188 hectares of the estate. Besides 
that. Chateau d'Yquem makes use of ar- 
tificial limitations: when in a poor vintage 
year (the last time in 2012) the entire 
crop is declared unworthy of bearing the 
Yquem name and is sold anonymously. 

Luxury winemakers such as Chateau 
d'Yquem are faced with a dilemma of au- 
thenticity. To remain successful against 
growing competition they have to pro- 
fessionalise their production, distribu- 
tion, and marketing. But, consequently, 
consumers may perceive them as more 
professional and commercial, and there- 
fore less genuine and original. One way to 
resolve this dilemma is to publicly down- 
play their professionalism and their com- 
mercial interests. Indeed, luxury wineries 
regularly downplay their scientific and 
business expertise to appear above com- 
mercial interests.^ ^ 

For many wineries this is more than 
just a communication technique: they 
have a genuine intent and a long- term - 
orientated, sustainable business philos- 
ophy. Chateau d'Yquem believes that 
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using a closely connected team to manage the harvest is better 
than using an external company, even though the latter v^ould 
be cheaper. Some v^ineries also accentuate their family-ov^ned 
status to differentiate themselves from margin-driven corporate 
groups. Such v^ineries accept some professional techniques but 
concentrate above all on their products, family traditions, and 
customer relations. Its common for such v^ineries to appear to 
reject a market- orientation. Instead, they follov^ an identity - 
driven approach that emphasises producing a v^ine true to the 
v^inery and the terroir. 

Carefully orchestrating an experience v^ith a product is 
another v^ay to promote moral authenticity, to create lasting, pos- 
itive memories, and to connect emotionally to consumers.^ ^ The 
tasting room experience at an old, established vineyard provides 
a "mental use case", v^hich marketers should have in mind v^hen 
they attempt to create moral authenticity. The castle, the v^ine 
fields and gardens, as v^ell as the salons featuring centuries-old 
chandeliers and paintings overwhelm people arriving at Chateau 
d'Yquem. They are shown around and meet men like Christophe 
Cabanieu, whose family has worked at Yquem for six generations. 
They visit the barrel room with hundred oak casks and the wine 
cellars covered with the dust of history. Visitors can feel the love 
and passion of the people for what they do. 

Prestige & the Champagne-Makers Benchmark 

THE MEANING AND RELEVANCE OF PRESTIGE 
Prestige means "widespread respect and admiration felt for 
someone or something on the basis of a perception of their 
achievements or quality," and originates with an "illusion" and a 
"conjuring trick."^® This means that, like authenticity, prestige is 
not inherent but is "a collectively held attitude" that is socially 
constructed.^^ Prestige is closely related to status, which refers to 
"social standing" or the relative position in the social hierarchy.^® 
Common criteria that influence people's perception of prestige 
include occupation, income, wealth, education, and lifestyle. 

Henrich and Gil -White found that natural selection encour- 
aged humans to seek prestige because transferring skills and 
knowledge within social groups improved survival.^ ^ By track- 
ing prestige, individuals can identify which members are suc- 
cessful and study the behaviours and opinions behind their 
success. Feelings of admiration and respect for a prestigious in- 
dividual increase the desire to please that person. In turn, presti- 
gious individuals receive a variety of social benefits. 

The notion of prestige can be naturally applied to products. 
Keasbey argued that the utility of products can be split into use, 
prestige, and exchange value. The prestige value "expresses the 
capacity of certain goods to contribute in this way to a per- 
son's prestige (in this case, the consumer)."^® A product's pres- 
tige value can be "advertised" or signalled to potential admirers 
and is independent of other dimensions of utility. For example. 


Keasbey observed, a Native American warrior was proud of the 
scalps swinging from his belt because they added to his pres- 
tige, even though they carried no functional value. 

Possessing a high level of prestige is imperative for luxury 
brands, as the essence of luxury is high quality and supe- 
rior social standing. The investment in prestige seems to 
pay off; research has found a positive relationship between a 
luxury brand's perceived prestige and its gross profit margin.^^ 
Virtually any brand can add prestige value to its products to in- 
crease its "prestige utility" and to increase respect and admira- 
tion for the brand. In fact, a growing number of companies have 
been implementing a "trading-up" or "masstige" ("prestige for 
the mass") strategy. 

THE CHAMPAGNE-MAKERS BENCHMARK 
In the nineteenth century champagne became an important 
component of the bourgeois lifestyle and a sign of social dis- 
tinction. Because of their heritage on how to generate pres- 
tige, Champagne masstige brands are good prestige bench- 
marks. Brands such as Moet & Chandon and Veuve Clicquot are 
good examples of masstige products. According to its annual 
report, LVMH (parent of these two brands) was selling almost 
60 million bottles of champagne in 201 2 . Masstige brands cut 
back on some luxury characteristics, such as price, rarity, and 
extraordinariness, to make luxury-like products accessible for 
middle-class consumers.^^ The category of champagne is es- 
pecially suitable for a masstige strategy because champagne 
prices are very high compared to other sparkling wines but are 
still affordable for many people. 

A brand can cultivate a perception of prestige by commu- 
nicating superior quality and achievements, signalling that it 
belongs to a superior class. The cultural capital of the upper 
class encompasses a broad array of linguistic competencies, 
manners, preferences, and orientations, which Bourdieu terms 
"subtle modalities in the relationship to culture and language." 
The champagne masstige brands internalised this distinctive 
cultural capital and portray the lavish and luculent lifestyle in 
high-gloss adverts.^^ 

Masstige champagne houses such as Veuve Clicquot make 
use of various prestige -building techniques. Consistently across 

Virtually any brand can add prestige value to 
its products to increase its "prestige utility" 
and to increase respect and admiration 
for the brand. In fact, a growing number 
of companies have been implementing a 
"trading-up" or "masstige" strategy. 
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their brand communications they reflect 
the lifestyle and aesthetics of the upper 
class. Packaging is a major communica- 
tion tool and in this case it creates sub- 
stantial additional value. For example, 
Veuve Clicquot's badge-shaped yellow 
labels are widely recognised. Over time, 
the company has iconised its colour and 
associated it with high-class elements. 
The brand produces glasses, champagne 
buckets designed by renowned artists, 
and multiple other merchandising tools 
that consistently feature the distinctive 
yellow colour. The brand has also associ- 
ated itself with high-end design by spon- 
soring important international design 
events, including Design Miami and 
Salone del Mobile in Milan. 

Another strategy to increase pres- 
tige includes co-branding with someone 
who has prestige. For example. Veuve 
Clicquot partnered with Riva to present 
their 86'Domino yacht. They invited 
Riva owners, celebrities, and selected 
journalists to attend the yacht's presen- 
tation amidst an extravaganza of parties, 
dinners, and sailing experiences. A 
similar strategy involves membership in 
prestigious organisations such as Comite 
Colbert, the French luxury association, of 
which Veuve Clicquot is a member. 

Finally, providing exclusive experi- 
ences also adds prestige. One way Veuve 
Clicquot provides brand experience is 
by sponsoring bars at high-end depart- 
ment stores (e.g., Harrods in London or 
KaDeWe in Berlin), hotels, and cruise 
ships. In addition. Veuve Clicquot regu- 
larly organises and sponsors socially ex- 
clusive international events such as the 
annual Veuve Clicquot Manhattan Polo 
Classic, one of the most exclusive events 
in New York. 

Although only a handful of customers 
can enjoy these experiences first-hand, a 
brand's involvement cultivates a percep- 
tion of prestige that inspires respect and 
admiration. Prestige is especially impor- 
tant in social contexts, making it a pow- 
erful factor when consumers shop for 


gifts. By cultivating prestige, champagne 
masstige brands create symbolic prod- 
ucts that act as markers of class. As a 
result, customers can make a good im- 
pression on others by bringing a bottle of 
Veuve Clicquot to a party or giving it as 
a gift. 

Conclusion 

Authenticity and prestige are two sym- 
bolic characteristics that are increasing- 
ly important for luxury brands. For many 
brands it seems hard to concentrate on 
both concepts simultaneously, as they 
seem to reflect opposing poles. Some 
very authentic brands such as Staffelter 
Hof can feel a bit stale and unexciting (i.e. 
not so prestigious), while very prestigious 
brands such as Moet & Chandon may be 
perceived as shallow and money-driv- 
en (i.e. not so authentic). A brand should 
not just be too authentic or too presti- 
gious. As with the idea of Yin and Yang, 
authenticity and prestige require one 
another. Marketers should not attempt to 
maximise authenticity and prestige, but 
to find the right balance that best suits 
their brand's identity. 
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Aside from the small percentage of hugely successful 
game-changing start-ups like Apple, Microsoft and Google it 
can be hard for a small organisation to compete with giants 
in a competitive market. Below Roger Martin uses his game- 
plan for achieving growth for Tennis Canada (the governing 
body of tennis for Canada) to demonstrate just how a small 
organisation can start playing to win. 

S ize is luxury. Achieving a critical mass is perhaps the 
most important variable in continued market dominance. 
Companies like General Electric, Procter and Gamble, 
IBM, and Coca-Cola have remained among the 20 largest mar- 
ket capitalisation companies on the Standard & Poor's list for 
the last half-century. Internationally, companies like Samsung 
provide a similar example, using its heft to enter new markets, 
learn them and then dominate them. The continued success of 
these companies is unsurprising; we would be much more sur- 
prised if they failed. 

Of course, game changing start-ups like Apple, Microsoft 
and Google frequently unseat leaders. But perhaps the most 
vexing and challenging question is how can an established 
competitor with a tiny fraction of the resources of the domi- 
nant players successfully compete from such a disadvantage? A 
great strategy can be the ultimate equaliser. 

The Challenge for Tennis Canada 

Consider the world of competitive tennis federations. The epit- 
ome of a small organisation trying to succeed against giants in 
a competitive market. Tennis Canada had never achieved rele- 
vance in the sport. As of 2005, in men's singles Tennis Canada's 
most recent player to rank in the top 50 achieved that ranking 
21 years earlier and Canada had never had a top 25 player. The 
women's side was a bit better, with a 48^^ ranked player five 
years earlier and two top 25 players in history (#8 in 1985 
and #1 3 in 1 989), but still distinctly lagging. In team play, the 
top 1 6 countries in the world qualify for the Davis Cup World 
Group for men and 8 countries for the Fed Cup World Group I 
for women. Canada had only qualified for the former three times 
in history and the last time it qualified for the latter was 1 7 years 
earlier in 1 988. In the four premium Grand Slam tournaments 
that define tennis greatness, Canada had only one player get as 
far as the semi-finals in history - 21 years earlier in 1 984. 

The business side of the organisation was in a similar state 
of despair. The Association of Tennis Professionals (ATP), 
the governing body of men's professional tennis, had recently 
threatened to strip Tennis Canada of its lucrative Masters level 
tournament (the set of prestigious global tournaments one rung 
below the Grand Slams) mandate if Tennis Canada did not up- 
grade the facility in Toronto, an upgrade that required taking 
on $1 8 million of debt. The crippling debt load combined with 


the modest revenue sources at Tennis Canada's disposal meant 
that it had only $3 million/year to spend on high performance 
tennis development. In stark contrast, the national tennis feder- 
ations of the Grand Slam countries (France, the United States, 
Australia, and England) routinely garnered in excess of $ 1 00 
million in funding for their high performance tennis from those 
single events. 

A New Strategy 

In the face of this mediocrity and the threat of being banished 
into further irrelevancy from the world tour, new Chairman Jack 
Graham, new CEO Michael Downey, director and future Chair- 
man Tony Eames, and I (a new director and also future Chair- 
man) decided the only productive way forward was a complete 
overhaul of our strategy. 

The traditional business strategy employed by Tennis Cana- 
da was one more typical of the Canadian way of life - based on 
fairness and complacency - than what was required to win in an 
ultra- competitive global arena. In short. Tennis Canada played 
to play, not to win. Any player in Canada with decent promise 
received funds from Tennis Canada for development, so that its 
scant resources were spread across a broad population, without 
goals or focus. The new team organised itself around a single - 
and then revolutionary - principle: play to win. 

The leadership group set out ambitious new goals centred on 
how Tennis Canada, a poorly funded enterprise, could produce 
talent to compete against the giants in the game. Canada would 
become a leading tennis nation that would never be without 
both men's and women's players within the top 50 world rank- 
ings. It would always be part of the world group in the Davis 
and Fed Cup tournaments and it would produce a Grand Slam 
singles winner. A tennis federation with heretofore -anonymous 
players and immaterial resources intended to be in the interna- 
tional conversation of leading tennis nations. 

Nine years later, however, those goals, which appeared al- 
most preposterous at the time, seem like they don't stretch far 
enough. Canada now boasts not one player of both sexes in the 
Top 50 but rather one each in the Top 1 o. Milos Raonic reached 
a high of 6^^ and Eugenie Bouchard 5* and both ended 2014 
as the youngest player in the Top 1 o. Starting in 201 2 , Canada 
has consistently qualified for the Davis Cup World Group, and 

To win as a small player. Tennis Canada 
had to tack away from the common 
approaches developed by the historical 
talent leaders like France and the US and 
build their own model of success. 
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returned to Fed Cup World Group I in 201 4 
for the first time in nearly three decades. In 
terms of Grand Slam performance, 2014 was 
a breakout year with one finalist appearance 
and three semi-final appearances between 
Bouchard and Raonic. In addition, the player 
pipeline beyond Raonic and Bouchard is rich 
with new talent. 

While various small countries out-pro- 
duced Canada for decades - the likes of Bel- 
gium, Switzerland, Serbia and Chile all devel- 
oped championship talent - Tennis Canada 
now punches dramatically above its weight. 
We are winning, and poised for continued 
success. All of which, of course, begs the 
question, how did Tennis Canada play to win? 

We succeeded because of a unique strat- 
egy, the approach that small organisations 
must follow to take on a dominant leader. To 
benchmark and attempt to pursue the same 
strategy as a much bigger leader is to guaran- 
tee failure. Unlike the more powerful nations. 
Tennis Canada could not rely on bottomless 
resources to cultivate competitive talent. To 
win as a small country, we had to tack away 
from the common approaches developed by 
the historical talent leaders like France and 
the United States and build our own model 
of success. 

France, a nation that consistently produces 
top-level tennis talent, has a strictly defined 
high performance development program. 
Junior players who demonstrate ability and a 
desire to win are funnelled into the system at 
a young age. From that point onward, through 
to eventual adult career success, the French 
system controls their tennis lives. The loca- 
tion and the nature of training is prescribed 
by the French Federation and enacted entire- 
ly within France under French control. 

The United States Tennis Association op- 
erates in a manner that is the polar opposite 
to the French system. With a massive ten- 
nis-playing population (individual counties 
in Florida and California have more tennis 
courts open for all 1 2 months of the year than 
does all of snowy Canada), and very large- 
scale for-profit tennis academies such as the 
Bolletieri Academy and Saddlebrook, the 
United States Tennis Asociation (USTA) has 


TENNIS CANADA 
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Canada returned to Fed 
Cup World Group I for 
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Milos Raonic reached a 
high of 6th in the Top 10 



Eugenie Bouchard 
reached a high of 5th in 
the Top 10 


TOP 10 


Canada now boasts not 
one player of both sexes 
in the Top 50 (as it was 
9 years ago) but rather 
one each in the Top 10 


historically waited for the talented players to 
bubble to the top of the junior heap. Once the 
best players rise to the top, money, training 
and other resources are amply supplied. (Be- 
cause of the abject failure of this system in 
the past decade, the USTA has become more 
interventionist recently.) 

Both systems have produced many win- 
ning players - but both require massive re- 
sources to do so. France and the United 
States both dwarf Canada in terms of tennis 
participants, favourable weather for training, 
and cash flow. If Canada copied either of 
these approaches, it would guarantee failure. 

From 2005 onward. Tennis Canada fol- 
lowed an explicit path based on unique an- 
swers to the five key questions any organisa- 
tion must answer to create a winning strategy. 
The answers to the five winning strategy 
questions work dynamically, with each ob- 
jective informing and reinforcing one anoth- 
er. This set of choices, which I call a strategic 
choice cascade, is a powerful framework for 
guiding an organisation toward a winning 
path - one that provides clarity to all oper- 
ational decisions the organisation makes on 
a daily basis. 

The Five Key Strategy Questions 

What is your winning aspiration? 

We set out with the goal of becoming a lead- 
ing tennis nation. For Tennis Canada, that 
meant always having players ranked in the 
top 50 men's and women's singles world 
rankings, being part of the elite world groups 
in the Davis and Fed Cups, and winning a 
Grand Slam tournament. 

It is important for an organisation to be 
focused and working towards its aspiration 
at all times. Only with a clear and specific 
vision will it be able to move towards its goal. 

Where to play? 

We focused on the very hardest game - sin- 
gles. Singles is the most important mar- 
ket in international tennis; doubles cannot 
match its prestige, funding and profes- 
sional opportunities. 

We also chose to identify and develop 
talent in an organised fashion at a young age 
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(8-9 years of age) rather than waiting until a later age, as had 
historically been the case. Our players needed support earlier in 
order to complete globally. 

Knowing your market inside and out is a great asset for an 
organisation; don't expend energy on markets or competition 
that doesn't precisely fit with your vision. 

How to win? 

There were two major thrusts to our approach to winning. The 
first was to adopt select practices of our key competitors. Alone, 
these practices were not intended to win, but rather to ensure 
that we did not have debilitating weaknesses that would under- 
mine our uniqueness. 

• We needed to earn the highest possible funding from our 
two big tournaments in order to funnel the resources to high 
performance tennis. Our new CEO, Michael Downey, brought 
his business skills as a sports business executive to building our 
resources from $3 million to $1 2 million in 9 years. 

• We opened a national tennis center for full-time residential 
coaching of our promising juniors. We needed a formal training 
centre to simply be in the game. Instead of hiring a local coach 
to run the national tennis centre, we realised that we needed 
to go outside Canada to hire a seasoned professional who had 
coached Top 1 o players before. So we hired Louis Borfiga, who 
headed the junior national centre in France. 

We also pursued a course that was distinctive from our large 
and more lavishly funded competitors on two fronts. 

• Alongside Borfiga, we hired Bob Brett, one of the most expe- 
rienced and successful professional coaches in the world. Rather 
than deploy Brett the way he had always been deployed - i.e. 
against top tier touring professionals - we put him in charge of 
our Under- 1 4 program. As one of the world's top coaches of top 
ten players, Brett was in a privileged position to identify the un- 
der- 1 4 players with truly world-class potential. We focused our 
development spending on only those with the highest likelihood 
of success, creating a narrow, but rich, funnel of young players. 

• We followed neither the French nor the US system for de- 
velopment but rather a unique and productive hybrid of both. 
We supervised and funded the development of our high per- 
formance players. But we didn't control the process or keep it 

Knowing your market inside and out 
is a great asset for an organisation; 
don't expend energy on markets or 
competition that doesn't precisely fit 
with your vision. 


PLAYING TO WIN 

Clockwise from right: Milos 
Raonic in pair with Vasek 
Pospisil play against Novak 
Djokovic and Rafael Nadal in 
the Rogers Cup on August 
09, 2010; Eugenie Bouchard 
celebrates victory after third 
round march on August 30, 
2014; Canadian tennis fans 
celebrate win by Milos Raonic 
on August 30, 2014 




within Canada. When Raonic was 1 6 Tennis Canada organised 
and funded coaching and training with a former Top 50 player 
at his Spanish tennis academy, where he could further develop 
his game. A similar approach was taken with Eugenie Bouchard, 
who did much of her development in Florida, funded and co- 
ordinated by Tennis Canada. Their foreign coaches and Tennis 
Canada managed both players collaboratively. In doing so, we 
took the best of the "free market" US system and the "totalitarian" 
French system. 
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What capabilities must be in place? 

It was clear that great coaching and a 
modified national tennis centre were 
needed. For the first time in its histo- 
ry, Tennis Canada hired internation- 
al coaches and focused our develop- 
ment dollars toward our best young 
players, rather than toward mid- level 
touring professionals. 


We spent money on our best chances 
of success, rather than saving money by 
focusing on cheaper - but more medi- 
ocre options. As a result our Return on 
Investment was much larger than we had 
seen before. 

What are our management systems? 

We developed a unique development 


We spent money on our 
best chances of success, 
rather than saving money 
by focusing on cheaper 
- but more mediocre 
options. As a result our 
Return on Investment 
was much larger than we 
had seen before. 

path and criteria that players had to 
achieve to gain and maintain funding. 
This enabled us to focus our very lim- 
ited resources on the players with the 
brightest futures. 

At Tennis Canada, the belief is strong 
that the best is yet to come. The excite- 
ment exists because the organisation is 
winning on the world stage - producing 
more talent with significantly fewer re- 
sources than the largest federations. De- 
spite a budget one-tenth the size of key 
competitors. Tennis Canada has built 
a sustainable platform for success and, 
like any organisation that effectively 
competes for success, continues to play 
to win. 
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Preparing for 
Uncertainty: How 

to Use C reaction at 
Work 

BY LEN SCHLESINGER AND CHARLES KIEFER 


In an excerpt from their book, Just Start: Take Action, Embrace 
Uncertainty, Create the Future, the authors Len Schlesinger and 
Charles Kiefer demonstrate how you can change the status quo 
and implement Creaction (a blend of creation and action) at 
your organization. 

The Wrong Direction 

Historical approaches to introducing new ideas to or changing an 
organization have often followed a straightforward path: 

1 . Determine where you want to be - in our case, a company that 
uses Creaction when appropriate or at least on your project 

2. Determine how close the organization is to the goal (probable 
answer: "Not very"). 

3. Chart a course between where you want to be (a project or or- 
ganization that uses Creaction) and where you are now (one that 
does not). 

4. Install some sort of reward system, support, and training that 
would allow the change to happen. 

5. Add metrics that will chart the progress toward the goal and 
identify when things are getting off course. 

6. Launch and then do remedial work as necessary until the ob- 
jective is reached. 

Sounds familiar, doesn't it? It should. It's perfect Prediction. This 
route might involve more use of Creaction, but it probably won't. 
And you probably won't like the journey very much. There are 
three reasons why. 
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First, experience and research has 
shown that trying to change things like 
culture or decision-making processes 
with this type of process is labored at best 
and often flat out fails. While the analo- 
gy is cliched by now, it is also true: or- 
ganizations, like the human body, tend to 
reject foreign bodies inserted into them. 
And, as we have seen, Creaction is about 
as foreign as you can get when it comes 
to the way established companies do 
their business. 

Second, the process we outlined could 
take months or maybe years. 

Third, by going down this path, you 
run the risk of undermining the Predic- 
tion skills within your organization. That 
would be a huge mistake. Even though 
the universe grows seemingly more un- 
predictable by the minute, there are - and 
always will be - a huge number of things, 
maybe even the majority, which are pre- 
dictable and you don't want to weaken or 
eliminate a superior skill (Prediction) that 
the organization has, one that is effective 
under the right circumstances. 

The Why, When, and Where 
of Creaction in Organizations 

Why use Creaction in organizations? 
Success with out-of-the-box innova- 
tion is spotty at best. This alternative has 
worked well for people who must deal 
with uncertainty every day: entrepre- 
neurs (There is nothing more uncertain 
than trying to create something that has 
never existed before). 

When to use Creaction? In situations 
when predictive methods just don't make 
a lot of sense. 

Where to use Creaction? 

In product or service 
innovation, business 
model innovation, and 
perhaps across the entire 
organization. 


Where to use Creaction? In product 
or service innovation, business mod- 
el innovation, and perhaps across the 
entire organization. 

Clearly, the historical approach is not 
appropriate when you want to introduce 
new ideas or change. If you want to use 
Creaction successfully, you are going to 
need to take a different approach. 

Let's talk about the steps you might take. 

What Can you do as a Single 
Employee? 

So you want to show - teach may be a 
better way of putting it - your organiza- 
tion that Creaction is a viable tool. What 
do you do? First, realize that the learning 
has to occur on two fronts - on the in- 
dividual (you) and organizational levels 
(your boss, peers, and subordinates). 

You need to say, "Instead of butting 
my head against the wall trying to get 
the organization to accept this new way 
of thinking, my starting point needs to 
be how do I develop the ability to know 
when I should be leaning more heavily 
into Creaction?" You need to develop the 
ability to know when using Creaction is 
the right course of action. 

In other words, as you face any new 
situation, ask yourself "Is this a chal- 
lenge I have seen before, and/or one 
where I am likely to know what is go- 
ing to happen? If it is, I should probably 
employ the Prediction skills I have been 
trained to use for years. There is abso- 
lutely no reason to go down the Creac- 
tion path." 

But if that is not the case - "in this 
situation, the future is basically unknow- 
able" - then it makes sense to start think- 
ing about employing Creaction. 

When you do, you act exactly as you 
would if you were on your own as an en- 
trepreneur. You would say, "Okay, so this 
really is an exercise in knowing who I am, 
who I know, what I know, getting things 
done through my personal networks, and 
doing everything in a way that absolutely 
minimizes the cost." 


This is an argument for being clever 
and looking for innovative ways to work 
within the bounds of your own and your 
organization's acceptable loss. That way, 
if someone discovers and objects to what 
you are doing and the seeming lack of 
logic behind it, you can point out that the 
risk to the organization is minimal, while 
the upside could be huge. 

Unless you are CEO, or a member of 
the C- suite at the very least, you gener- 
ally can't convince your organization to 
create a new structure, but you can per- 
suade it to perhaps attack a given prob- 
lem from an unusual angle. ("Hey, boss, 
can we think about this one a different 
way?") You can do that, especially if you 
follow up with a way to save the organi- 
zation money or operate more efficiently. 

You can complain, "I don't have any 
leverage; I can't change the cubicles, 
I can't rewrite the reward system and 
everything else." And the answer is, "No 
you can't; don't even try." But simply 
through your own thinking and getting 
other people to think differently, you can 
have enormous impact without changing 
any of that stuff. 

The simple fact is "smart is smart," and 
we're talking about you offering an addi- 
tional way of viewing problems. You'll 
never get in real trouble for doing that, 
especially if you do it gently by saying, 
"Can we think about this differently?" 

So that is the first kind of learning that 
has to take place to introduce Creaction 
into the organization, the learning you 
have to do. 

The second kind is organizational 
learning. You ask, "How do I make the 
organization (at least the part of it that is 
around me and what I want to do) hos- 
pitable to Creaction? What do I need to 
do to convince people that an additional 
way of thinking could be helpful, and that 
Creaction is a tool we should employ un- 
der the right circumstances?" 

There is no recipe for this. We're 
dealing with something that is essen- 
tially a creative act, and consequently 
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When to use Creaction? In 
situations when predictive 
methods just don't make a 
lot of sense. 

each organization has to handle it in its 
own unique way. If the company looks 
to adopt another company's version, it's 
because it's leaning right back into pre- 
dictive thinking, that is, "If I imitate them 
somehow, it will be good for me." 

Imitation will probably not be very 
successful, for at least two reasons. First, 
as of this writing, no large organization 
has formally adopted Creaction, so the 
places where it is being used are ad hoc 
and functioning within the unique con- 
fines of that organization. 

Second, no two organizations are ex- 
actly the same, so what works well in one 
will not necessarily work in another. The 
upshot? You can learn from what oth- 
ers have done, but you can't adopt their 
methods completely. You need to put 
your own spin on it. Wholesale copying 
isn't going to work One size does not fit 
all. Your organization is different from 
any other, as are you. 

How Should an Organization Act in 
the Face of Uncertainty? 

By Blending Creaction and Prediction 

What follows, with the most sincere apol- 
ogies to Stephen R. Covey, is our current 
list of the seven habits of successful or- 
ganizational creactionists. Whether you 
are a budding creactionist or a manager 
of one, you should remember this list of 
tactics as you try to employ Creaction in 
your organization: 

1 . LINK WHAT YOU WANT TO DO TO 
YOUR FIRM'S A BUSINESS IMPERATIVES. 
This is just about always fatal if it is 
overlooked - and it generally is. That's a 
shame since it is so easily addressed. Yes, 
of course, the idea of the rocket back- 
pack that will allow us to fly to work is 
exciting, but if you work for a company 


that makes ball bearings, it is hard to see 
the fit. You want to begin the conversa- 
tion by being able to say something like 
this, "You know, the organization has the 
business goals of A, B, and C. (You can 
talk about organizational goals - such as 
improving teamwork - as well, but odds 
are you will find a more receptive audi- 
ence if you start with business goals.) I've 
got an idea that I think will fit perfectly." 

2. PRODUCE OBVIOUS, "LOCAL" BUSI- 
NESS RESULTS. Don't focus on organiza- 
tional or cultural change. Prove the effi- 
cacy of your idea in the vocabulary and 
currency of your organization. Sure, it 
would be nice if you could change your 
organization into the next Google over- 
night, a firm that is willing to go wherever 
the market takes it. But if your boss's goal 
is to have the highest performing region 
in the company, that (a la point number 1 ) 
is the place to focus your attention. 

3 . MAKE SURE THERE IS SUFFICIENT 
AUTONOMY The unite s) or individuals 
that use Creaction need to have enough 
freedom to be different and protected 
from the "restorative forces" the organ- 
ization will impose (even in spite of it- 
self). What this means for you and your 
project is this. Don't worry about getting 
everyone committed. You don't need to. 
There are four postures people can adopt: 
keep it from happening, let it happen, help 
it happen, and make it happen. Obvious- 
ly, you don't want anyone in the "keep it 
from happening mode," if you can avoid 
it. But most people simply have to "let it 
happen." You (and possibly a few others) 
have to "make it happen." Your boss and 
maybe a few others have to "help it hap- 
pen" and create a buffer around you. So, 
rather than asking, "How do I get every- 
body committed to my idea?" keep ask- 
ing yourself "What is the least amount of 
commitment I need to move forward?" 
You probably don't need a lot of signoff 
to get underway. 

4 . HAVE VOLUNTEERS ONLY, PLEASE. 
An important and overlooked point is 
that only people with desire should play 


in the unknown. It's not a good idea to 
compel people to work on a Creaction 
initiative. If you do, at the first sign of 
pushback, they are likely to start looking 
for excuses to go back to doing "their 
real jobs" (in the way they have always 
done them). Changing anything is hard 
enough without working with people 
who aren't committed. 

5 . DON'T MAKE BIG "KICKOFF" AN- 
NOUNCEMENTS. Initially focus your at- 
tention only on the people who need it, 
that is, the people who are going to help 
you implement your idea. 

They need to understand the princi- 
ples of Creaction. Their boss and their 
boss's boss? Not so much. In other words, 
there is no forced-march training of 
groups, large or small, and certainly no 
organization wide approach to teaching 
Creaction at this point. 

6. MANAGE EXPECTATIONS. In ear- 
ly phases, keep it low-key. Be relatively 
quiet and offer only enough public an- 
nouncements to provide sufficient au- 
tonomy of the experimental units. Don't 
mislead people into thinking that things 
will change quickly or that their lives will 
be different (except for the people actual- 
ly involved in the Creaction project). At 
all times, your mantra should be "under- 
promise and overdeliver." 

7 . BUILD ON SUCCESSES AND MAN- 
AGE PACE AND MOMENTUM. Learn 
what works and what doesn't. Make sure 
you've got a little bonfire going before 
you spread the coals. Pick up a couple of 
small wins before trying to go any fur- 
ther. The advantage of Creaction is that it 
does not require replacing any of the ex- 
isting structures that work for predicta- 
ble situations. These must be left in place 
while selectively permitting the seeding 
of Creaction where it is warranted. As we 
have seen throughout, Creaction doesn't 
replace Prediction; it's an additional tool. 
You don't radically change the existing 
systems, because the organization will 
just resist your efforts. Initially, you sim- 
ply add to what is already there. 
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PREDICTION VS CREACTION 
CASE STUDY 

BABSON COLLEGE WANTS TO OPEN A SECOND 
CAMPUS ON THE WEST COAST, WHAT ARE THE 
NEXT STEPS? 

O • 


PREDICTION w. CREACTION 

THINKERS ^ THINKERS 


Months #6 


$100,000 

Spent Spent on launching 

on market a satellite campus, 

research if there is market 


Months #12 


$100,000 $0,00 

Spent on launching Underway 

a satellite campus, six months 

if there is market earlier 


SUMMARY 


TOTAL MONTHS SPENT 

#12 #6 


TOTAL BUDGET SPENT 

$ 200,000 $ 100,000 


This example, which strikes close 
to home for us, shows exactly how the 
seven steps work. Year in and year out, 
Babson College is recognized world- 
wide as one of the leading academic 
institutions in the teaching and studying 
of entrepreneurship. The college is also 
continually rated one of the best busi- 
ness schools in the United States and 
ranked as one of the world's leading ex- 
ecutive education providers. 

The problem was that for many stu- 
dents who wanted to attend, either as un- 
dergraduate or graduate students, Babson 
had only one campus, located in suburban 
Boston. If you wanted to learn at Babson, 
you needed to head to Wellesley, Massa- 
chusetts, which was not necessarily con- 
venient, especially if you had a full-time 
job elsewhere in the country. 

The obvious solution? Open another 
campus. 

The obvious concern? If Babson setup 
shop on the West Coast - San Francisco 
seemed to make sense given there are lit- 
erally thousands of innovative start-ups 
in and around the city (Silicon Valley 
is within easy driving distance) - would 
people enroll? 

Faced with that question, people who 
employ Prediction would say: "Let's 
spend $100,000 on market research to 
find out if there is a market for Babson on 
the West Coast. If there is, we can then put 
together a marketing program, buy some 
advertising, set up an admissions office, 
and launch our satellite campus, some- 
thing that will cost us another $1 00,000." 

But people who employ Creaction 
would take a different tack. Using the 
logic of "let's take a small step imme- 
diately and see what happens," they 
would say, "Let's just start advertising 
and say we are accepting applications 
for the spring semester. It will cost the 
same $100,000 as a marketing study. If 
people don't come, then we know there 
is no market, and all we have lost is the 
$1 00,000 we would have spent on mar- 
ket research anyway. But if qualified stu- 


dents do apply and enroll, then we know 
there is a market. We will have saved 
$100,000 (the money we would have 
spent on market research). And we will 
be underway six months earlier." 

That's exactly what the college did. 
Imagine a prestigious business school 
not doing traditional market research and 
instead offering its "Fast Track MBA" 
(an accelerated, part-time, twenty-four- 
month program designed for experienced 
professionals who want to advance their 
careers while simultaneously earning 
their degree), in early 2010. Enrollment 
exceeded expectations, and Babson now 
has a West Coast presence. 

Printed by permission of Har- 
vard Business School Pub- 
d lishing Corporation. Edited 
excerpt from Just Start: Take 
Action, Embrace Uncertain- 
ty, Create the Future by Leonard A. 
Schlesinger and Charles F. Kiefer. Cop- 
yright 2012. All rights reserved. 
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Successful collaboration between businesses can have myr- 
iad advantages. In this article, John Sutherland talks us 
through four key aspects for successful collaboration and 
demonstrates how sometimes collaborative advantage is of 
far more value than competitive advantage. 






Strategy 


B usiness looks through the prism of competitive advan- 
tage. Almost every book on strategy is based on the as- 
sumption that you want to compete with others in your 
sector and increase your market share, at your rival's expense. 
Consequently, the well-worn strategic tools relied on in count- 
less strategic off- sites, such as the SWOT analysis (Strengths, 
Weaknesses, Opportunities, Threats), are also predicated on the 
same assumption. But what if you have decided that you want 
to collaborate, rather than compete? 

An increasing number of organisations and businesses are 
seeking collaborative advantage, as the most effective way of 
realising their vision. And there really are compelling reasons 
for selecting to work collaboratively for some organisations. Get 
it right and it takes you out of the fight for preserving your share 
of a commodity market and puts you in a place where the sym- 
biosis between you and another organisation creates a new of- 
fering/service that is competitor free. But at the moment these 
vanguard leaders are struggling to find the tools that will enable 
them to make their collaboration effective. 

Here is the health warning. It is not easy. In fact Chris 
Huxham, a leading researcher in the field, warns that you should 
only consider seeking collaborative advantage if the reasons for 
doing so are utterly compelling. Otherwise keep away. Many 
have tried and ended up with "collaborative inertia" rather than 
real progress. So, in this introductory article, I am going to set 
out the 4 factors that my team and I have found to be powerful 
aids, over the 20+ years that we have worked with collaboration 
and partnership work 

1. Towards Coherence 

Ask those at the start of the journey towards developing collab- 
orative advantage what is going to be crucial and they will, cor- 
rectly, say that there needs to be clarity on the purpose of the 
proposed collaboration. What is the compelling mutual benefit 
and why does this make obvious sense to both parties? Indeed, 
this is where my own alternative SWOT analysis (Figure 1: 
Sutherland's Cumulative C's) model begins. It is an excellent 
starting place and I can attest that collaboration without coher- 
ence is very hard to achieve. 

Ask the same people after the first year of working togeth- 
er on collaborative advantage about primacy of coherence 
and they will tell you that the work on this never ceases. It is 
dynamic and as the journey unfolds you discover more and 
more areas where, what seemed like strong mutual agreement, 
in fact covered over real and palpable differences. This is more 
like gardening, with regular weeding required, than building a 
framework agreement and setting it in place. Baden and Tony 
were a case in point. They had easily agreed that, in outsourc- 
ing technology development to a specialist firm, there would be 
real mutual advantages to both parties, in terms of controlled 


costs for Tim and securing a large contract for Baden. As the 
first year rolled by it became clearer that for Tony the over- 
arching purpose was to support his desire for "world domina- 
tion", whereas for Baden it was more about proving the validity 
of the collaborative model. For Tony collaboration was simply 
a means to an end but for Baden it was an end in itself Not a 
showstopper but something that put a real edge in their unfold- 
ing partnership discussions. 

This section is called Towards Coherence because, in prac- 
tice, you never really fully achieve it but the constant quest 
towards it turns out to be critically important. In practice, what 
you need is to understand where your alignment overlaps and 
where it diverges. It is never going to be a complete match. But 
so long as you have enough in common, that is "good enough". 
Allowing the other organisation to be different, and tolerating 
them thinking and acting differently, is all part of the resilience 
required for effective collaboration. You have to be different, 
and allow each other to be different, to collaborate effectively. 

2. Assessing Collaborative Capability 

Not every organisation can manage collaboration. A reason- 
able barometer is to check for collaboration within your own 
organisation before seeking to collaborate with another. Some 
people do not possess the emotional competence to collaborate 
and cling on to the need to be in control. Kevin's team struggled 
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Figure 2: Contractor Model 
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to collaborate. When we worked with them it became clear 
why. As highly experienced precision engineers they had never 
found the need to focus on working relationships - they just got 
on with the job in hand. The idea that there was a need to focus 
on the quality, and clarity, of their working relationships was a 
complete anathema to them. We might have been speaking a 
foreign language. So a core capability is the emotional compe- 
tence and willingness to attend to relationships. 

Behind these so-called "soft skills" are a whole host of other 
capabilities to assess. What technical, practical and complimen- 
tary skills are both sides bringing to the table? The ability to be 
"brutally honest" about what each side can bring, and cannot 
bring, is of crucial importance. Firstly, for the obvious reason 
that you need to know what resources you can call on for your 
collaboration. Secondly, because this is an early opportunity to 
explore trust. If you can be straight with each other, and expe- 
rience bears out what you are saying, then trust starts to grow. 
If there is any sense that you have misled, or been misled, then 
trust is damaged and, at this embryonic stage, may never recover. 

One of the hidden capabilities to check for is time. I can give 
you a cast iron guarantee that the amount of time absorbed in 
setting up effective collaboration is more then you would expect 
at the planning stage. If you are already heavily time constrained 
this needs to be a serious consideration before proceeding. 


3. Three Collaborative Paradoxes 

No two people, let alone two organisations, can be in constant 
collaboration. It would be far too exhausting and time consum- 
ing. In practice, collaboration is just one of the "relationship 
modes" you need to be in. So, and here is the first of three par- 
adoxes, to achieve collaborative advantage the first skill is to 
know when you need to be collaborating and when not. Much 
of the rest of the time you are getting on with the work to hand. 
But there are two other "relationship modes" that you need to 
master, both of which enable effective collaboration at the right 
time (Figure 2). 

The first is "Contractor" mode. This is when you need to 
take instruction from the other organisation about how they 
need you to operate, behave or perform. In every collabora- 
tive relationship there are times when you need to simply do 
as you are told, without arguing back. The ability to respond to 
direct instruction and direction setting from the other party is 
a major building block for collaborative competence. So much 
so that, and here is the second paradox, it is in fact easier for 
unequal organisations to achieve collaboration than for or- 
ganisations that are matched for power and influence. Some 
of the most successful collaborations exist between customer 
and a supplier, where the customer always retains the ultimate 
control and the supplier offers something of mutual benefit to 
both. In these cases there is no need to fight over who is in 
charge and how power is shared. It is obvious. The degree of 
difficulty and risk of collaborative inertia goes up as the or- 
ganisations become more matched. In such cases the effort re- 
quired to collaborate successfully grows exponentially, mostly 
around a simmering battle for power. 

The other useful relationship mode is the "Expert" mode 
where you bring your unique contribution to the collaboration. 
There is something you do really well, which is the reason 
why you have a seat at the partnership table, and for collabo- 
ration to flourish you (and your colleagues) need to have room 
to excel at this, without fear of being told that you are not being 
"very collaborative". 

The mode to avoid is the "Survival" mode, which is an area all 
collaborations fall into at some point. This happens when there 
is a mismatch between what you expect from the partner and 
what you get, and what they expect from you and what they 
get. "Why are they doing that" is Survival mode's signature 
tune. It is a painful place and quickly erodes trust. The main 


Allowing the other organisation to be 
different, and tolerating them thinking and 
acting differently, is all part of the resilience 
required for effective collaboration. 
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Whether you choose 
to seek competitive or 
collaborative advantage 
the key is to make a 
deliberate choice. Just 
knowing that there is a 
choice puts you, already, 
ahead of the pack. 


thing you need to know is how to get out 
of the Survival box as quickly as possi- 
ble. The answer is the third paradox. The 
only way out of Survival is to go back 
into Contractor mode. That is to clarify 
what the other party needs from you. 
Any attempt to go from Survival back 
into Collaboration without going through 
Contractor first will fail, and only serve to 
erode trust further. You will save your- 
self a lot of anguish if you take my word 
on this. 

4. The Work of Co-creation 

The final part of the jigsaw puzzle is to 
actually do the work of collaboration to 
gain the latent advantage. In this practi- 
cal "getting on with it" phase there are 
three issues to watch out for. The first 
is that, inevitably, the group involved in 
the collaborative venture broadens and 
new people join who have their own 
agenda, which can complicate matters 
immensely. Martin, a newly appoint- 
ed purchasing manager for a retail firm, 
was keen to prove his worth by taking as 
much cost as possible out of the suppli- 
ers. He was a late joiner to a team that 
had spent nine months delicately de- 
veloping a joint understanding of how 
to gain collaborative advantage through 
their supply chain. It went against ev- 
erything Mark had learnt to resist the 
temptation to grind the suppliers into the 
mud rather than developing a symbiot- 
ic partnership. 



The second is that it is always better 
to start out with modest aims and let trust 
grow through what you have achieved to- 
gether, rather than talk forever about what 
you might achieve in the future. Actions 
do speak louder than words when devel- 
oping collaborative competence between 
two different organisations, where busi- 
ness processes, cultures and values add 
to the complexity of turning potential 
into progress. So start small and build 
from there. 

The third is that those at the sharp end 
of the action can easily get caught between 
the need to take decisions, so that prog- 
ress is made, and the need to report back 
to other decision makers in their organ- 
isation, so that they keep their colleagues 
on side. Decisions can grind to a halt in a 
never ending round of "111 have to check 
that with my boss and come back to you" 
before momentum is lost and the poten- 
tial remains unrealised. Back to the gar- 
dening analogy, sometimes what is needed 
is hacking away the bureaucratic under- 
growth that threatens to engulf the tender 
new shoots of collaborative advantage. To 
collaborate and succeed sometimes you 
have to be brutal rather than "nice". If you 
can balance brutality with partnership 
working you will do well. 


When you have been round the cumu- 
lative C's once you are ready to go round 
again, but this time with greater coher- 
ence, refined capabilities, collaborative 
competence and practiced co- creation. 
The work never finishes. 

Whether you choose to seek competi- 
tive or collaborative advantage the key is 
to make a deliberate choice. Just knowing 
that there is a choice puts you, already, 
ahead of the pack. If you choose to col- 
laborate you will find that there are, cur- 
rently, few resources to help you make 
progress. Here are two tools that can 
assist, my own version of a SWOT analy- 
sis, geared to foster collaboration, and the 
Contractor model. It also helps to have 
someone working with you who has been 
down the path before. Let me know how 
you get on. ^ 
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Many top level executives are still hopelessly behind when it comes 
to designing an effective innovation strategy in the digital age. Below, 
Christoph Loch and Stelios Kavadias outline the ways in which or- 
ganisations can effectively outline and implement innovation strategy. 

What is Innovation? 

Joseph Schumpeter defined it succinctly: innovation is "the commercial 
exploitation of new ideas/' This idea of innovation refers not only to new 
products or services, but also to new processes (such as Toyota's pro- 
duction system), new structures (for example Innocentive's open market 
for idea development), or new ways of approaching and interacting with 
customers (liber's novel business model for car hire). Clearly, innovation 
is possible in all aspects of conducting business. 

Organisations innovate in a number of ways: via small steps of modifi- 
cation and improvement (for example, in six- sigma improvement projects 
or quality circles in operating departments); via larger steps by making 
significant improvements and updates to their products and services 
(this is where most of the officially declared Research and Development 
[R&D] money goes); and, rarely, by attempting radical innovation using 
revolutionary technology or entering totally unknown markets. 

While the risks vary - radical innovation is much more expensive and 
more likely to fail - all innovation is characterised by inherent uncer- 
tainty. Indeed, innovation is an "evolutionary system" analogous to bi- 
ological and cultural evolution. This means that an organisation needs 
to produce many diverse ideas (most of which won't work), in order to 
capture the few that have the potential to become new offerings and im- 
provements. As the Nobel-winning chemist Linus Pauling declared, 
"The best way to have a good idea is to have a lot of ideas." 

All innovative systems exhibit three fundamental steps: a mecha- 
nism for diverse idea creation (not from one source but from many, 
most of which are normally located outside the organisation); a mech- 
anism (following initial deliberation and testing) to select the most 
promising ones; and a mechanism to elaborate, to make an idea work 
and improve ideas that are being pursued. 

Whether innovation happens in R&D, marketing, or in operations 
departments, these steps are present somewhere - otherwise no in- 
novations can be produced.^ However, high performance innovation 
systems not only have these three steps but also exhibit alignment and 
coordination that enable the steps to work in sync. 

Innovation Processes 

Thomas Edison quipped that "innovation is 99 % transpiration and 1 % 
inspiration" - and so it is rational that companies use process to carry 
out innovation. Creating a standardised way of doing things enables 
them to do things repeatedly with some reliability rather than leaving 
outcomes to chance and individuals. 

The idea of combining standardisation and innovation seems oxymo- 
ronic and points to the difficulty of crafting innovation processes within 
organisations. However it is possible. Based on the widely documented 
experiences of a number of organisations, successful processes can be 
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bottom-up ideas. 


structured into two fundamental types, top-down 
and bottom-up (see Figure 1). Top-down pro- 
cesses start with the strategy (e.g., identified target 
markets or competitive threats), then they derive 
innovation goals, which are prioritised in innova- 
tion portfolio tools, fed with structured creativi- 
ty exercises (possibly bringing in design consul- 
tants from the outside) and executed with formal 
process steps. An archetype of these types of pro- 
cesses is the widely used stage gate process. 

Top down processes are suitable for what we 
can broadly call "next step" innovation, that is 
the systematic improvement of what we do now, 
fixing strategic weaknesses that we can see now. 
Their danger lies in insufficient renewal - senior 
executives are usually not chosen for creativity 
but for delivering results now, and they may not 
be informed about the newest market or technol- 
ogy trends. For example, the current generation of 
CEOs does not understand social media and how 
it changes the behaviour of consumers (the authors 
include themselves in this diagnosis! ). 

A well-known example is Xerox, a company 
that had a famous research unit, PARC, the Palo 
Alto Research Center. It was established top- 
down to develop technologies in target domains, 
but then took on a life of its own, becoming bot- 
tom-up and sparking ideas such as the PC, the 
graphical user interface, distributed computing, 
and many other technological opportunities all 
slightly outside Xerox's core business. 

However, Xerox adopted a narrow view of 
its business and strategy rejecting breakthrough 
ideas from PARC. At the end of the 1990s, 
Xerox fell into a deep crisis and was restruc- 
tured because its business had become outdated 
and had shrunk. PARC was closed just after the 
turn of the century, with other companies ben- 
efiting from the ideas (among them Apple and 
many other Silicon Valley high tech companies), 
but not Xerox, because management viewed the 
strategy of the company too narrowly. 

The second innovation process arche- 
type, bottom-up, is the generation of new ideas 
from employees that go beyond or even against 
current strategy. This is the dominant model for 
process improvements in service and manufac- 
turing operations, where all the detailed knowl- 
edge is with frontline employees, who can be 
motivated to share their ideas for numerous small 


improvements of current operations (for example, 
through total quality management and continu- 
ous improvement methodologies). Companies 
who do this well can achieve annual productivity 
improvements in the order of 1 0% which is po- 
tentially a huge competitive advantage. 

Bottom-up innovation can also produce busi- 
ness-changing innovations.^ For example, the 
sweetener Aspartame arose from accidental 
results of a chemist in the Searle Labs, which, 
after their ultimate success prompted Searle to 
shift its business from pharmaceuticals into con- 
sumer products. Post-it Notes ended up changing 
sM's business in the 1 980s, but were introduced 
on the stubborn initiative of a few people (led by 
Art Fry) against strategy and marketing analyses. 
Even the fundamental re -orientation of IBM in 
the 1 990s from a hardware company, selling ser- 
vices as add-ons, into a services company with 
hardware divisions as internal suppliers, was ini- 
tiated by a proselytising middle manager who ul- 
timately convinced management that this was 
the best (although risky) way to go (the man- 
agement team still deserves the credit for adopt- 
ing the new strategy). Similarly, the fundamental 
strategic shift of Intel away from memory micro- 
chips towards microprocessors was sparked by 
their middle management, which led a bottom- 
up redefinition of their product lines and innova- 
tion projects to support microprocessors. 

Of course, these two approaches to inno- 
vation are not mutually exclusive. On the con- 
trary, companies who succeed in innovation often 
follow both approaches in parallel. Indeed, an or- 
ganisation needs to balance direction with the 
mobilisation of diverse ideas from many sources. 
For example, we found in a recent study of man- 
ufacturing organisations that a full 50% of strate- 
gic projects directly supervised by the top man- 
agement team (representing, on average, just 
15-20 projects per company) had been generat- 
ed through a bottom-up process. 

Many organisations underestimate how messy 
combining these approaches can be. They throw 
full support behind innovation efforts, but fail to 
appreciate that they will have to give up a bit 
of control - an innovative company will, out of 
necessity, do things that the CEO does not un- 
derstand and (sometimes) does not even like. 
Therefore, in many organisations, a significant 
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Figure 1: Top-Down and Bottom-Up Innovation Processes 

strategic goals 



Operational departments 


Top down: 

• Cascaded and aligned, steered by targets and 
incentives 

• Guided creativity workshops on predetermined topics 

• Formal processes (stage gate, prioritisation in 
portfolios) 

• Examples: Next generation products, processes using 
newly available technologies, responses to compete- 
tive threats 


part of the innovative energy suffocates 
from control efforts by top management. 
Figure 2 shows the "cauldron" of innova- 
tive activities in an organisation. 

Figure 2 (on the next page) shows a 
stylised organisation chart, with a CEO 
office at the top, business unit heads in the 
middle, and operational heads (implicitly 
with their operational staff below) at the 
bottom. The cascading of the strategic di- 
rection of innovation efforts happens via 
business goals articulated at the top (sup- 
ported by typical tools, such as trends and 
market intelligence, by their staff). Top 
management sets goals for the business 
unit heads, who in turn set goals for their 
organisations and execute innovation pro- 
cesses with budgets and staff Thus, we see 
typical structured top-down innovation. 

But at the same time, employees are 
allowed to spend time and money on many 
efforts that create ideas at their level, har- 
nessing ideas from the outside (such as 
customers, suppliers, trade association 
activities) as well as performing prob- 
lem-solving not only for current business 
but also for the future. For example, this 
includes quality circles and six sigma 
projects, but also ideation workshops and 
some free experimentation (like the 1 5% 
unguided time rule pioneered by SM). 


strategic goals 



Operational departments 


Bottom up: 

• Spontaneous and unplanned decentralised initiatives 

• Requires some motivation by employees to go beyond 
planned targets, but also selection to not lose 
direction 

• Examples: Continuous improvements, as well as 
breakthroughs (e.g., Viagra, IBM's reorientation as a 
service company) 

• New ideas often result from cross-functional or 
interactions of employees, or interactions with the 
outside 


This can include, for instance, ideas from 
blue collar employees to introduce a new 
paint shop technology, or from service 
employees with ideas for new process- 
es, offering new services to customers, or 
listening to customers in different ways. 
Contributions from employees can (with 
appropriate selection) make innovation 
better because they increase the organ- 
isation's total creativity. 

This coexistence of top-down and 
bottom-up activities works only if two 
fundamental enablers are present. First: 
trusted organisational help for proposing 
and, through evaluation and approval, en- 
tering employee ideas into the official in- 
novation portfolio and budget. This needs 
to happen not in one centralised place 
(which can become a stifling bottleneck) 
but through resourcing small-scale ex- 
perimentation and testing at multiple de- 
centralised levels, before a few projects 
rise up to "strategic" projects that are seen 
by the CEO office. Indeed, as we men- 
tioned earlier, 50% of strategic innova- 
tion projects seen by the CEO may come 
from bottom-up ideas, and in some com- 
panies, even blue-collar workers spend 
significant chunks of their time (in the 
order of 30-40%) on improvement ac- 
tivities rather than on today's production.^ 


Second: the innovation dynamics 
shown in Figure 2 can only contrib- 
ute to effective output through horizon- 
tal communication and collaboration. 
This needs to be supported by an explic- 
it "alignment of goals" (everyone under- 
stands how they fit into the larger busi- 
ness and complement one another), by 
common processes and standards that 
make explicit how the various actors in- 
fluence one another, so they can adapt 
their actions and innovation initiatives to 
be sensitive of the goals and needs of the 
others. This includes informal elements, 
such as rejecting a "lone cowboy" men- 
tality and instead keeping colleagues in- 
formed as part of a culture of communi- 
cation and negotiation of compromises.'^ 

A Hard Look at Innovation Strategy 

This desired balance between top-down 
and bottom-up innovation processes, 
gives rise to the question of what role in- 
novation strategy can play in such a par- 
tially chaotic organisational system. 

The first principle that senior man- 
agement should adopt is that innovation 
strategy must be a core part of business 
strategy. Business strategy defines a com- 
petitive position (what offerings, to which 
customers, with what fundamental value 
proposition, through which combination 
of internal activities and external sup- 
plies), but the strategic proposition needs 
to evolve over time as the environment 
changes - in most industries, the half-life 
of strategies has shrunk to three years or 
less. In this respect, innovation strategy 
should address the dynamic character of 
strategic positioning.^ 

A second principle requires a shift in 
mindset: an evolving strategy cannot fully 
be planned. Of course, senior managers 
need to plan, but they also need to realise 
that large pieces of "the plan" maybe no 
more than hypothesis. Evolving the strat- 
egy is a journey where planning helps you 
to diagnose where you are and to under- 
stand the direction of travel, but it is not an 
"optimised planned change". This means 
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Figure 2: Multiple Initiatives Enabling Top-Down anc/ Bottom-Up Innovation 
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that innovation is a core part of evolving an 
organisation's strategy over time. 

Strategy is a journey through a dynam- 
ically evolving competitive landscape. 
Senior management teams v^ho believe 
that they personally hold all the knov^l- 
edge required to steer the organisation 
through a changing v^orld \vill sooner or 
later be caught out. They need to proceed 
v^ith provisional plans, knov^ing that 
these plans may have to change as de- 
velopments in the environment emerge. 
Management teams need intelligence and 
room for creativity v^ithin the organisa- 
tion, as v^ell as v^ithout, in order to make 
good decisions in this journey. 

When you look at the strategy journey 
through this lens, the cauldron shov^n in 
Figure 2 suddenly changes from a hard- 
to- control mess to a great opportuni- 
ty to generate the inputs for good stra- 
tegic decisions. Senior managers need 
to embrace the messiness of bottom-up 
ideas as a source of help to be able to 
steer the boat. 

We can translate this conclusion into 
tangible recommendations for the behav- 
iour of top managers in treating the inno- 
vation system of the organisation: 

• It is top management's responsibil- 
ity to set a strategic direction. Hov^ever, 


strategy is a journey, and because of the 
complexity and unpredictability of the 
environment this journey contains sur- 
prises, experiments, and changes in 
course. So a mindset of experimentation 
v^ith some of the elements of strategy is 
required- sometimes similar to the pivot- 
ing strategic choices that small entrepre- 
neurial start-ups make. 

• Innovation is not only the shoring 
up of the organisation's business ("nev^ 
product development") but a core di- 
mension of business strategy. Therefore, 
top management should define a port- 
folio of innovation activities not only to 
support the current business, but also to 
support the strategic journey: innova- 
tion should explore responses to envi- 
ronmental changes, including business 
models, customer approaches, approach- 
es of regulators, and so on - anything that 
is viev^ed as uncertain or changing in the 
business environment. 

• Any strategic plan is not an end in 
itself but only a hypothesis. Therefore: 

1. Delegate execution (sharpen it v^ith 
good ideas from belov^). 

2. Get as many ideas as possible from 
the outside, and then morph them to 
become useful to your key strategic 
uncertainties. 


3. Define/earmark resources for nev^ 
ideas that go beyond strategy, across 
departments (tech, products, processes, 
customers, business models). 

4. Evolve business strategy every year 
v^ith input from the entire organisation. 

5. Set goals for all parts of the organ- 
isation not only for current efficien- 
cy and nev^ products, but also for 
renev^al in the spirit of addressing the 
changing environment, 
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Innovation 


The Innovator's Method 

BY NATHAN FURR AND JEFF DYER 


Innovation is about uncertainty and 
nonstandard processes, so why is it that 
management literature and advice 
still deals in certainties? Because the 
traditional tools of business planning 
have not caught up with the new kind 
of problems that managers and inno- 
vators face. Below, in an extract from 
their new book The Innovator's Method: 
Bringing the Lean Startup into Your Or- 
ganization, authors Nathan Furr and 
Jeff Dyer introduce methods and tools 
made for the uncertainty - and the bril- 
liance - of innovation. 

N ew perspectives and tools for 
managing uncertainty are emerg- 
ing in many disparate fields. 
Whether you call it lean start-up, design 
thinking, or agile software development, 
a new method is revolutionizing the way 
managers successfully create, refine, and 
bring new ideas to market without tradi- 
tional business planning. These and other 
tools help entrepreneurs, designers, and 
software developers manage uncertainty 
through cheap and rapid iteration to sys- 
tematically lower uncertainty and risk. 

But many managers have difficulty 
applying these tools in the corporate en- 
vironment, because they run counter to 
traditional managerial thinking and prac- 
tice. To help managers apply and adapt 
these new practices inside established 
companies, we offer a synthesis of the 
emerging perspectives. 

Our work presents a unified frame- 
work for managers, showing them when 


and how to apply the new approach to 
innovation in their organizations. The 
framework is based on our research in- 
side corporations and start-ups that have 
effectively implemented these practices. 
The result is a new method for managing 
innovation that we call the innovator’s 
method: an end-to-end process for creat- 
ing, refining, and bringing ideas to market. 

We focus on the "how" - how to test, 
validate, and commercialize ideas using 
the best tools from lean start-up, design 
thinking, agile software, and similar tech- 
niques used by a few corporations and 
most successful start-ups. These tools 
can be applied to create new innovations 
or solve internal problems that have an 
element of uncertainty, whether in HR, 
finance, or another area. In other words, 
the innovator's method can work for any- 
one with a complex problem to solve, not 
just for innovation teams. 

Let's start with a story. 

Rent the Runway 

In 2008, Jenn Hyman, a second-year 
MBA student at Harvard Business School, 
spent Thanksgiving at her home in New 
York. During her visit, Hyman noticed her 
sister, Becky, struggling to decide what to 
wear to an upcoming wedding. "Becky 
desperately wanted to buy a $1500 
Marchesa dress," said Hyman. "She felt 
compelled to buy a new dress because 
photos would soon appear on Facebook 
and she didn't want to be seen twice in the 
same outfit." As she watched her sister 
wrestle with the cost Hyman formulated 


a potential solution: instead of purchasing 
designer dresses, women might prefer the 
option of renting designer dresses online 
for special occasions. Hyman had a po- 
tentially valuable business idea. But what 
should she do next? 

For most business professors and ex- 
ecutives, the answer would be, "Write a 
business plan." The plan would identify 
the customer need, describe the product 
or service, estimate the size of the mar- 
ket, and estimate the revenues and profits 
based on projections of pricing, costs, and 
unit volume grovHh. After all, without 
this type of analysis, how can we know 
whether an idea is worthy of investment? 
Indeed, Hyman received just this type of 
advice. But she didn't do it. Instead, Hy- 
man recruited classmate Jenny Fleiss to 
help her test their proposed solution. Hy- 
man and Fleiss set up an experiment to 
answer two key questions: 

1. Will affluent young women rent a de- 
signer dress if it is available at one- 
tenth the retail price? 

2. Will women who rent dresses return 
them in good condition? 

Then Hyman and Fleiss borrowed or 
bought 130 dresses from designers and 
set up an experiment to rent dresses to 
Harvard undergrads. They advertised 
around campus, rented a location, and in- 
vited young women. The experiment an- 
swered both questions. Of the 140 wom- 
en who came in to view the dresses, 35 
percent ended up renting one; and 5 1 of 
53 mailed them back in good condition. 
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This experiment resolved some of the 
uncertainty reflected in the tv^o questions 
it v^as designed to ansv^er. 

But v^ould v^omen rent dresses they 
couldn't try on? Hyman and Fleiss set 
up another experiment, this time on the 
Yale campus, allov^ing v^omen to see the 
dresses before renting but not allov^ing 
them to try them on. In the second tri- 
al they had more dress options, because 
the first pilot revealed that many v^omen 
didn't rent because they couldn't find an 
option they liked. The Yale pilot shov^ed 
that v^omen v^ould rent dresses v^hen 
they couldn't try them on, and the per- 
centage of v^omen v^ho rented increased 
to more than 55 percent because they 
had more options. 

Nov^ Hyman and Fleiss v^ere ready 
to test the big idea: v^ould v^omen rent 
dresses they could not physically see? 
The entrepreneurs took photos of each 
dress and ran a test in Nev^ York, v^here 
one thousand v^omen in the target audi- 
ence v^ere given the option to rent a dress 
from PDF photos. The final experiment 
shov^ed that roughly 5 percent of v^omen 
looking for special occasion dresses v^ere 
voiding to try the service - enough to 
demonstrate the viability of renting high 
fashion over the v^eb. 

The initial idea v^as to set up a rental 
option on the v^ebsites of existing de- 
signers. Hyman's start-up v^ould take 
care of fulfillment, and dry cleaning the 
returns. But the initial response from 


Increasingly evidence 
suggests that our familiar 
management techniques 
work poorly when applied to 
the context of uncertainty. 
For example, research shows 
that under conditions of 
uncertainty, planning simply 
does not work. 


HYMAN & FLEISS'S 
EXPERIMENT 
TO RENT DESIGNER 
DRESSES 


130 

Dresses borrowed or 
bought from designers 

140 

Women came in to view 
the dresses 

35% 

Women ended up 
renting one 

51 of 53 

Women mailed the dresses 
back in good condition 

This experiment resolved 
some of the uncertainty of 
their potentially valuable 
business idea 



most designers v^as extremely negative. 
They v^ere v^orried about cannibalization. 
Renting dresses for 1 0% of the retail price 
instead of selling them seemed like a very 
bad idea. Hyman and Fleiss realized that 
to make their idea v^ork, they v^ould need 
to have their ov^n v^ebsite and inventory. 
So the idea of Rent the Runv^ay - using 
the Netfiix model to rent a v^ide varie- 
ty of high-fashion dresses from multiple 
designers - v^as born. 

Hyman and Fleiss v^ere ready to 
launch. But they needed capital to pur- 
chase inventory. Still v^ithout a formal 
business plan they took the idea to poten- 
tial investors. As Hyman explained, "We're 
anti-business plan people. We think that 


so many people just sit around all day and 
strategize but they don't act." Investors 
v^ere keen. With capital in hand, the two 
women were ready to build the team. 

The typical advice is to hire experts to 
head each functional area, perhaps some- 
one who can leverage significant corpo- 
rate experience to take the team to the 
next level. They didn't do it. Instead, Hy- 
man took on marketing, and Fleiss took 
on finance. They then recruited individ- 
uals having broad skills who could wear 
different hats. 

With a small team in place, the typi- 
cal advice would be to carefully develop 
a flawless website to attract a wider set 
of customers. They didn't do it. Instead, 
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Rent the Runway quickly launched a 
beta version of its service for five thou- 
sand invited members. "We followed the 
minimum viable product approach/' said 
Fleiss. With the help ofdiNew York Times 
article titled "A Netfiix Model for Haute 
Couture," initial demand for the small 
inventory proved almost overwhelming. 
As demand continued to increase, they 
expanded their inventory with help from 
a $30 million round of financing. "Our 
revenue growth is amazing," Hyman told 
us at the end of RTR's first year. "This is a 
dream come true." 

Lessons for Managers: How to Turn 
Uncertainty into Opportunity 

Rent the Runway's story provides a 
window into the innovator's method. In 
a nutshell, it's a process by which suc- 
cessful innovators manage the uncertain- 
ty of innovation - a process to test and 
validate a creative insight before wasting 
resources building and launching a prod- 
uct customers don't actually want. We've 
found that this method is widely used by 
the most successful innovators in start- 
ups as well as established companies. 

The method doesn't include writing a 
business plan. Hyman and Fleiss refused 
to write one even though virtually every 
business school holds "business plan" 
competitions for "start-up" ideas. Why 
do management experts call for writing 
a business plan? The recommendation 
comes from traditional management the- 
ory that was developed to solve a certain 
type of problem: established firms at- 
tempting to optimize under conditions of 
relative certainty. Indeed a closer look at 
many of our management practices - such 
as strategic planning, the precursor to 
business planning - reveals that many of 
our familiar management practices were 
originally designed to capture value under 
conditions of relative certainty. However, 
most new business ideas (inside or outside 
the corporation) are characterized by a 
completely different set of conditions: un- 
certainty. For example, how could Hyman 


possibly know what the demand for rented 
designer dresses would be? 

Increasingly evidence suggests that 
our familiar management techniques 
work poorly when applied to the con- 
text of uncertainty. For example, research 
shows that under conditions of uncer- 
tainty, planning simply does not work. 
Most of the time it simply wastes time 
and resources as you conjure evidence 
that your hypothesis is right. In our ex- 
ample, instead of writing a plan, Hyman 
designed a set of experiments to test 
specific assumptions, answering specif- 
ic questions to resolve the uncertainties 
surrounding her idea. These experiments 
helped Hyman and Fleiss "nail it" - our 
term for deeply understanding the uncer- 
tainty and resolving it well. 

The RTR experience illustrates the 
how-to of the innovator's method: a series 
of experimentation cycles that resolve the 
uncertainties around the problem you're 
trying to solve, the solution you propose, 
and the business model to take your solu- 
tion to market. We describe this method 
in a few steps - insight, problem, solution, 
and business model - during which your 


The Method in Detail 


core tasks are to savor surprises (insight), 
discover jobs to be done (problem), pro- 
totype the minimum awesome product 
(solution), and validate your go-to-mar- 
ket strategy (business model). 

Elements in our innovation model are 
already widely published, but they cov- 
er only a part of the innovation process. 
Design thinking is exceptional in helping 
people understand a customer problem, 
but it doesn't address the need to find the 
right business model. Lean start-up ex- 
cels at prototyping the solution to a prob- 
lem but often provides little guidance on 
generating ideas or determining whether 
you've found a problem worth solving. 
Business models provide excellent tools 
for figuring out other elements of the 
business model but do not address gen- 
erating big ideas or how to deeply under- 
stand a customer problem. Our holistic 
model helps take you through the steps 
required to nail a business model before 
scaling it. And because most research fo- 
cuses on entrepreneurial start-ups, they 
don't take you through the crucial step of 
how to adapt these principles for a large 
company setting. 
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To understand hov^ managers applied and 
adapted these principles in established compa- 
nies, v^e conducted extensive research v^ith hun- 
dreds of companies to understand v^hat manag- 
ers do to bring their ideas to market We studied 
successful as v^ell as unsuccessful companies to 
discover the differences between success and 
failure. These companies fall into four categories: 

• Established companies that maintained 
their innovation capabilities after founding 
(eg., Amazon, Salesforce.com[ Starbucks and 
Valve Software). 

• Established companies that had lost (or 
were losing) their innovation capabilities but 
then reignited them (eg., Procter & Gamble, 
Hindustan Unilever, Godrej and Boyce Man- 
ufacturing, AT&T and Mondolez). 

• Successful and failed innovation initia- 
tives in new ventures (eg.. Rent the Runway, 
Qualitrics and GitHub). 

• Successful and failed innovation initia- 
tives in established companies. 


We started this research by asking, "What 
processes do successful innovators use to vali- 
date their ideas and bring them to market?" Does 
the innovator's method make a difference? Per- 
haps the most telling evidence comes from the 
established companies we studied that boost- 
ed their innovation performance after adopting 
elements of the method. Among the publicly 
traded companies we describe in our work, we 
observed that three to five years after adopting 
key elements, their Innovation Premium (IP) 
increased by an average of 5 7 percent. 

Although it always takes time for innova- 
tions to bear fruit, these numbers are accom- 
panied by growth in revenue, profit, and gen- 


Does the innovator's method make 
a difference? Among the publicly 
traded companies we describe in 
our work, we observed that 3-5 
years after adopting key elements 
of the method, their Innovation 
Premium (IP) increased by an 
average of 57%. 
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eral excitement at the companies involved. 
For example, Hindustan Unilever increased its 
revenue by 40 percent in a single year; Intu- 
it multiplied its revenue from successful new 
products tenfold over three years; Monde - 
lez China was failing but turned itself into a 
successful $1 billion business; Godrej creat- 
ed a new category of consumer products sold 
through an entirely new distribution channel; 
Procter & Gamble created several multibil- 
lion-dollar businesses; and AT&T turned a 
negative IP into a positive one. 

Uncertainty requires a new set of man- 
agement principles and a new method. While 
traditional management works well for prob- 
lems of relatively certainty, they work poor- 
ly for problems characterized by uncertainty. 
By using the approach we describe, you will 
learn how to creatively solve high-uncertainty 
problems. You will learn how to transform an 
idea into a reality, 

Reprinted by permission of Harvard Business 
Review Press. Excerpted from The Innovator’s 
Method: Bringing the Lean Startup into Your 
Organization. Copyright 2014 Nathan Furr and 
Jeff Dyer. All rights reserved. 

About the Authors 

Nathan Furr earned his PhD 
from Stanford University and is 
transitioning to assistant profes- 
sor of strategy at INSEAD after 
being an assistant professor of in- 
novation at Brigham Young University. He is 
the co-author of the best-selling books. The 
Innovator’s Method (Harvard Business Review 
Press) and Nail It then Scale It (NISI Press) as 
well as multiple academic articles in top tier 
academic journals. 

Jeff Dyer (PhD UCLA) is the Hor- 
ace Beesley professor of strategy 
at BYU and the Wharton School, 
University of Pennsylvania. He 
worked previously as a manage- 
ment consultant at Bain & Company and co- 
founded the Innovator's DNA consultancy. He is 
a co-author of two bestsellers. The Innovator’s 
DNA and The Innovator’s Method, as well as 
numerous other popular books and articles. 




74 The European Business Review January - February 2015 






EWIRING 


ITHEWAY 
ORGANISATIONS DO STRATEGY 


AdaptivG ChailGngGS are tho 'wicked' problems that 
organisations face. In uncertain times command and control 
will not work. How do you align your organisation behind new 
strategies while energising and motivating your people? 

Archtexx and Accelare help organisations with volatile, 
uncertain, complex and ambiguous challenges. We use our 
unique and proven Strategy to Execution [S2E]'" methodology 
to help our clients navigate strategy alignment, accelerate 
growth and overcome new business model transformation 
obstacles. Our people are comfortable with uncertainty. 


Talk to US: 

+^9 6173998700 (EU) or+l 1781) 961-1760 lUS) 
Email us: 


s2e@archtexx.com or info@accelare.com 




archtexx accelare 


www.archtexx.com 


www.accelare.com 





Your Swiss Partner for; 

• Custom Programs 

• MBA and Executive MBA 

• Executive Education 


Sustainable Success - The St.Gallen Way 


If Your Success Strategy is More Than Just 
«Waiting for Good Winds»! 


Executive School of Management, 
Technology and Law (ES-HSG) 


University of StGallen 




www.es.unisg.ch I executive.school@unisg.ch 1+41 (71) 224 75 00 






Leadership 


Do’s and Don’ts for 
Taking Off in a New 
Role: Reflections From 
Top Management 

BY GUIDO STEIN 


“One learns to 
be a good manager 
by working with 
good managers.” 


In this article Guido Stein explores some of the initial actions that should 
be taken when starting out in a top management position, using the experi- 
ence of the president and CEO of a prestigious global European financial 
services company. He also addresses the competencies and characteristics 
that define an effective leader and the management of the criteria that will 
help stave off foreseeable errors. 


T he initial adaptation period in a new executive position is ideally between 
three and six months. Generally speaking, any mistakes made are often 
due primarily to a lack of personal maturity, not enough information or 
improper handling of the situation. However, their consequences can colour 
the entire tenure, and thus the fate, of the executive. Here, in an interview with 
the President and CEO of a Financial Services Company some key questions 
about adapting to a new management role are answered. 
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What should be done in the first few 
months of a new position? 

Some people believe that you have to 
do something grandiose with the role. 

I don't believe that you can know in 
the first 90 days whether a new CEO 
is "clearly a business genius" or that 
he or she is going to "revolutionise the 
company." These early days are a crucial 
period for learning, gathering information, 
meeting people, and identifying new 
responsibilities and risks; it is a time for 
the orderly yet decisive abandonment of 
former processes. Appointing someone 
to do exactly the same thing as his or her 
predecessor does not make much sense. 

Some companies have a corporate 
culture that limits decision making and 
the implementation of actions. What's 
more, they tend to have high employee 
turnover and to create dynamics like 
keeping up a certain pace in promotions. 
There must be a cultural match between 
the person and the company. There are 
unwritten rules that are respected; for 
example, not holding meetings at 7 p.m. 

If these rules are broken, there has to be a 
good reason. 

In my company, we can identify two 
kinds of successful executives: those who 
fulfill the requirements of the job very 
competently and those who transform the 
business in profound ways. You have to 
make it clear within the organisation that 
you have both killer skills and soft skills, 
for instance, proving that you are capable 
of getting the results expected of you and 
leading people and teams, in addition to 
being able to build solid relationships 
with clients that can even extend beyond 
the work setting. 

Another aspect that is vital at the 
beginning is managing relationships 
with members of the Board of Directors. 
A fear of seeming overly intent on 
transformation can sometimes inhibit 
new executives when they enter a 
position. Sometimes I found it necessary 
to impose my authority instead of seeking 
a consensus among my colleagues. Over 


time I learned to be more transparent 
with them and I found ways to get all 
the necessary parties involved in my 
decision-making process. 

What is the key set of competencies 
needed to gain a top management 
position? 

A major transformational component is 
needed in a top management position. 

At this stage, you have already proven 
that you have the other component 
(producing); if not, you wouldn't be there. 
At a certain level in organisations, there 
are more transformers than producers. 

Every organisation needs a group of 
people who are responsible for taking 
care of the clients and the profit and 
loss statement in the short term. If the 
finances are not organised in the short 
term, forget about having them organised 
in the long term. 

What do you do with outstanding 
producers? 

When appointing someone to a top 
management position in an organisation, 
you have to veer more towards the 
visionary transformer than towards 
the producer. The worst thing an 
organisation can do is deceive itself, 
because reality ends up rearing its head 
sooner or later. In my company, when 
we believe that someone is not going 
to be promoted, we tell them and we 
compensate them for all the value they 
have created and continue to create in 
the company, but we tell them honestly 
that they might not be promoted. False 
expectations work against the company 
and against those who sow them. 

Why do you think you were appointed 
to the position you hold today? 

Personally, I believe I was appointed 
because I had worked well in my 
previous positions and because I had 
the right vision for transforming the 
company at the right time. A lot of 
people might think that they should 



have been promoted sooner. I possibly 
could have been promoted a few years 
earlier, but I was patient and I waited 
and, ultimately, you learn that what was 
meant to happen will happen, and it did. 
Someone once told me that all business 
decisions are somehow interrelated with 
an HR decision. "The human resources 
component setting the stage for each 
business decision must be identified." 

There are good times and there are 
bad times. And that's not even including 
when you work in different cultures. I 
have learned how to take setbacks with 
equanimity and keep my head during low 
points, and time has more than rewarded 
me for my efforts. 

When you were told that you were going 
to be the CEO of your current company, 
how did you prepare for the job? 

The first thing I did was try to manage 
the rumours. Companies are rumour 
mills, and from the moment you are 
appointed you have to be cautious and 
deliberate in your actions. Don't assume 
that because you were appointed your 
life is going to dramatically change; it is 
simply just another change among many 
in the course of your life. 

It is also essential to identify the key 
people involved in decision-making 
processes and in the execution of 
those decisions, along with the people 
who did not participate in hiring you 
but who are important in effecting the 
transformation. To some extent you need 
to befriend them professionally in order 
to get them involved. 
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If anyone thinks that they are part 
of the decision but are not included 
in the initial team, including them at 
a later date may require a huge effort. 
Personal credibility is essential. When 
you are trying to effect a transformation, 
it is crucial that you be the one leading 
it, that you know the company and its 
members well, and that you be honest 
and transparent in your evaluations 
and consensuses. 

It is important to keep in mind that 
people tend to feel negatively affected 
when they are not told about things 
immediately and directly. Especially 
at the beginning, it is important to 
control who is kept informed about 
what. Starting out in a top management 
position generally entails many internal 
negotiation processes; often, internal 
negotiation is more important and 
competitive than external negotiation 
with clients and suppliers. 

Does your relationship with your 
predecessor matter? 

If your predecessor is a serious, effective, 
and well-regarded person, then yes, its 
a good idea to keep that channel open 
before, while and after starting the job. 
Predecessors play a relatively important 
role in the hiring of their replacements. 
Almost all predecessors are asked: "What 
do you think about this candidate?" 

There is a dialogue open between you 
and the organisation, and you have to 
know when to raise your hand. After I 
had been in the job for a year and a half 
I went to meet with the number three 


person in the company globally because 
I was interested in an international 
position and wanted to see what kind of 
support I would get from him. He told 
me that if I was intent on the idea of 
going abroad, it wouldn't be a problem, 
but that he needed me in my current 
position; that was the message I needed 
to hear at that time, and I stayed there. 

When time is scarce and you have to 
prioritise, how do you organise yourself? 

You have to make decisions and know 
how to say, "This is what has to be done," 
and the people involved have to say, "Yes, 
this is what we have to do because he says 
so". We are chosen to make decisions, 
though always with some degree of 
consensus and knowledge. At my 
company, we tend to make decisions as a 
team. One good piece of advice that my 
predecessor gave me soon after I started 
on the job was: "I don't always make the 
right decisions, but it is failing to make 
decisions that paralyses the organisation." 

From your point of view, which mistakes 
should one most try to avoid? 

One virtue that I believe is essential is 
humility. You shouldn't think that you 
are better than anyone else just because 
you were appointed. And projects 
are never individual. An organisation 
means teamwork. 

Post-mortem reflection is often 
helpful in stopping you from making the 
same mistakes again and again, or indeed 
in keeping you on the right path: 


1 . Imagine that a year has gone by since 
you were appointed and that it has been 
successful. What factors do you think 
may have contributed to this success? 
Draw up your consequent action plan. 

2. Imagine that it has been a failure. 

What led it to fail? Draw up your 
consequent action plan. 

Based on a post-mortem using these 
tools a good leader can formulate an 
action plan for change, whether that 
is focusing more on continuing successes 
or diverting from paths that were failures. 
Below is a graphic that can help you 
decide which actions to take further. 

Material taken from Guido Stein and Marta 
Cuadrado de Madariaga, "Taking Off in a New 
Role: Refleetions from Top Management" lESE 
Publishing. Copyright 201 4. |www.iesep.eom[ 
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How do Leaders 
Learn to Lead? 

BY GERARD SEIJTS 


How do leaders go through the learning 
process? What are the formative and 
informative experiences that influence 
leaders? How do they reflect on events 
and truly learn from their mistakes and 
successes? How do they unlearn dys- 
functional habits? How do they become 
more self-aware? Gerard Seijts ex- 
plored these questions for his recent 
book, Good Leaders Learn: Lessons 
From Lifetimes of Leadership. Through 
30-plus probing interviews with senior 
leaders from the public, private and 
not-for-profit sectors he brings to light 
lessons on the importance of life-long 
learning. Below are some of the most 
important lessons he identitied. 

I often welcome outstanding leaders 
into my classroom to reflect on their 
leadership. They all tell me they 
learned to become a good leader - and 
that their development to become an 
even better leader is an ongoing process. 
Writing my book I hoped to discover in- 
sights into how educators and organ- 
isations can help individuals to become 
good leaders. Equally important, I also 
wanted to show the next generation of 
leaders the paths they can take to develop 
or further enhance the leadership quali- 
ties vital to their continuing success. 

Even though the leaders I interviewed 
for the book came from various different 
cultures, backgrounds, and fields of en- 
deavour, I noticed that many of them were 
shaped by similar experiences along their 
paths to leadership. For example, I learned 
that very few of the leaders had long held 


a deep desire or ambition to become a 
leader. It was remarkable to me that many 
of them had trouble recalling the first time 
they realised they were leaders, it was 
simply not at the top of their minds when 
they began their careers. 

What these leaders did remember, 
however, is that they wanted to excel 
and to make a positive difference. They 
enjoyed taking charge and getting things 
done with their teams and, once they 
tasted the fulfillment that comes with 
leadership success, they took on addi- 
tional responsibilities. These led to more 
formal leadership roles. But as the former 
Prime Minister of Canada, Paul Martin, 
said: 'T don't think I ever had a lightning 
strike hit me and say, Genghis Khan, here 
I come!" Thus, they didn't wake up one 
day, decide they were leaders, and then 
go in search of projects or jobs in which 
they could lead. Instead, when opportuni- 
ties to lead came up, they took advantage 
of these opportunities. 

The desire to lead was in many cases 
inspired by one person. Most leaders 
talked about a single person who showed 
an interest in them or who communicat- 
ed confidence in their potential to lead. 
Interviewees also described how they felt 
when the leaders they knew and admired 
showed interest in them. These people 
provided advice, opened doors and 
gambled that they would succeed. For 
example, as Antoni Cimolino, Artistic 
Director of Stratford Shakespeare 
Festival, observed: 'T have been fortu- 
nate because I have been given opportu- 
nities. I don't know if I quite recognised 


it as such at the time, but I look back and 
realise people took a chance on me." 

All the leaders I interviewed spoke 
about commitment, or the hard work 
necessary to provide effective leadership. 
Leaders cannot turn leadership off and, at 
times, that can be a burden. Nevertheless, 
each leader I spoke to clearly embraced 
the responsibility of leadership. Several 
of them also spoke about the times when 
they realised that they no longer wanted 
to lead. Their aspirations changed or 
they no longer felt fully engaged in their 
work. Consequently, they weren't willing 
to continue in their current leadership 
role. Carol Stephenson, former Dean of 
the Ivey Business School, reflected on 
one of her prior jobs: "Boredom closes 
your mind to new learning. You may 
think you have seen all the cycles and 
know what to expect every time. I knew 
what people were going to say before 
they said it. I was bored and that wasn't 
good because once you think you know 
everything and everybody, you quit lis- 
tening or you jump over steps that you 
should, in fact, take." Good leaders also 
demonstrate a commitment to continue 
to develop as a leader. 

Not surprisingly, the interviews re- 
vealed that the different leaders learned 
to lead along different pathways. The fol- 
lowing are brief explanations of these 
pathways with some illustrations. 

Performing 

To be a leader, you must prove that you 
can perform at a high level. Superior per- 
formance demonstrates your leadership 
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Leaders should push to get the experiences that 
will help them to develop their competencies 
and character required for the leadership role. 


potential and hence serves as the platform from which leaders 
can grow and develop. People will entrust you in the leadership 
role. High performance also builds the self-confidence neces- 
sary to lead. 

Risking and Stretching 

Leaders learn by recognising and seizing opportunities to learn 
and develop. Leaders should push to get the experiences that 
will help them to develop their competencies and character re- 
quired for the leadership role. They are willing to step out of 
their comfort zone and do things that others are reluctant to do. 
Volunteering for the tough and sometimes unpleasant assign- 
ments or making the switch from one business sector to another 
are all critical in the leaming-to-lead process. 

Failure is part of the learning process. Failure should never 
discourage individuals from reflecting on their mistakes, setting 
goals for improvement, and then trying again. John Furlong, 
former CEO of Vancouver Olympic Committee, spoke about 
his father: 'T remember him saying to me that we've taught you 
the difference between right and wrong. You've been given the 
best lessons in life that we can give you. We've tried to equip 
you with the necessities to go out there and navigate your way 
through the world... These things are not going to be enough, 
however, unless you're prepared to step out of the crowd, be a 
little bit more vulnerable, risk a little bit more humiliation, and 
do more than the people around you. Will you be that person? 
Will you be the one? If you're prepared to be the one, you have a 
fighting chance to be an inspired human being." 

Self-awareness 

Good leaders are self-aware, they understand what motivates 
them and what drains them. They can tell you about their strengths 
and weaknesses and they understand the impact their behaviour 
has on their environment and the impact their environment has 
on them. They should be mindful of their values, motives, and 
emotions. The leaders I interviewed also spoke about how easy 
it is to lose your perspective. As a leader, you should never sur- 
round yourself with people who will only tell you what you want 
to hear. Because if you do you will be denied teachable moments. 

Learning 

Good leaders take the time to continually learn and refine their 
leadership skills. They step back and reflect on their success- 
es and failures and they are never complacent about learning. 



Arkadi Kuhlmann, CEO of ZenBanx, put it this way: "You need 
to learn quickly from mistakes. It's amazing to me how many 
people won't do the post-mortem. They'll do the homework 
and they'll do the exercise, but they won't take enough time to 
reflect on whether that could have gone differently and how that 
could have been done. I learned very quickly from my mentors 
that the post-mortem is where the value is - good or bad or in- 
different. It's funny, as a society we do this with sports. We will 
argue for hours about why a goal was scored, or not scored, and 
how an individual played, and so on. In business... we just won't 
do those kinds of post-mortems. We don't do them enough. We 
get the results and just move on." 

Trusting 

Trust determines to a large extent whether the leader will be ef- 
fective in his or her role. In my book I look at trust from three 
different perspectives. First, leaders must give themselves per- 
mission to think big, trust in oneself is necessary to deal with 
the curveballs that life dishes out. Second, leaders must learn 
to trust others because they cannot possibly be in control of all 
activities. Building high-performance teams is a key task of the 
leader. Third, leaders must be perceived as trustworthy in the 
leadership role. Trust must be earned. It does not come with the 
position you hold. 

Adapting 

Leadership is contextual and the context in which leaders operate 
is always changing. Good leaders recognise the salient features 
in a situation and match their leadership approach to that situa- 
tion's demands. Good leaders are open to new experiences and. 
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over time, they master a repertoire of be- 
havioural approaches to lead under diver- 
gent situations. Charles Brindamour, CEO 
of Intact Financial Corporation, addressed 
the fact that as leaders move up in the or- 
ganisation, they manage different people - 
employees versus managers versus vice 
presidents versus senior vice presidents - 
and therefore leaders often have to change 
their management style. In his words: "As 
you move up, the people reporting to you 
have different sets of expectations and 
things that drive them... Its important to 
properly understand what drives the new 
level of the organisation for which you're 
responsible... I'd spend a lot of time on 
that area so that I could be successful as 
quickly as possible." 

Mentoring 

Leaders talked about how they had ben- 
efited from the guidance of mentors. As 
one of the leaders told me: "A mentor's 
hindsight is a mentee's foresight" 

Observing 

Leaders learn about leadership by watch- 
ing the behaviour of other leaders. They 
observe how others handle challeng- 
ing situations and they learn from the 


mistakes of other leaders. High poten- 
tials model the effective behaviours they 
observe and practise these behaviours 
until they are mastered. Elyse Allan, CEO 
of General Electric Canada, said: "I have 
the great opportunity to work with an 
outstanding company where leadership 
is valued. I work with a great group of 
people... I love to watch how they handle 
problems. When I am at a meeting with 
our Chairman, Jeff Immelt, I love to watch 
how he leads a high power and intense 
group. It's always a learning experience 
and one on which you should reflect." 

Integrating 

Leaders must learn to see and appreci- 
ate the bigger picture. They must learn 
to develop their capacity to understand 
the whole and how its parts are integrat- 
ed. Good leaders recognise the unique 
value offered by each business func- 
tion and how these functions relate to 
each other in creating value for the or- 
ganisation. They know that the solution 
to any major problem will only work if 
it is integrated across different functions. 
Linda Hasenfratz, CEO of the Linamar 
Corporation, reflected on her experi- 
ence: "Starting out on the shop floor and 
running the machines was really impor- 
tant for my development. I needed to un- 
derstand the nuts and bolts of our busi- 
ness or the basics of what we are doing. 
This experience also helped me to un- 
derstand and appreciate each and every 
role or position in the company. It helped 
me to understand what it's like to be that 
person on the shop floor who is running a 
machine and working eight - or ten - or 

You have to see learning as a 
key element for moving the 
organisation forward and 
making it prosperous. It's a 
key responsibility for you as 
the leader. 


twelve -hour shifts and what that feels like. 
That was important because how can you 
give orders to somebody to do this or do 
that if you don't have a good understand- 
ing of what it means to perform those job 
duties? These experiences made me con- 
versant in that particular area - quality 
control, finance, or engineering." 

Conclusion 

All of the leaders I interviewed agreed 
that good leadership can be learned. It 
was equally clear that leaders believe that 
there's something to be learned every day. 
Furthermore, as articulated in the book, 
there is not a single pathway to becom- 
ing a leader. One of my conclusions from 
the interviews is that their drive to excel 
through learning is what makes them 
good leaders. Charles Brindamour cap- 
tured that well: "You need to step back 
and be conscious and disciplined about 
learning. It's a conscious effort and you 
need to make time for it. CEOs often sit in 
meetings 1 2 hours a day. You have to see 
learning as a key element for moving the 
organisation forward and making it pros- 
perous. It's a key responsibility for you as 
the leader. If you don't make this a pri- 
ority, you risk the organisation becoming 
complacent. You need to make time for it 
in an organised fashion." &=t 
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Literature around leadership is not 
hard to come by, but there are few texts 
that examine the process of leadership 
from where it begins - in the leader’s 
mind. Below, Nathan Harter analyses 
how great leaders have embraced the 
often complex multiplicity of their de- 
cisions and so brought coherence to 
their leadership. 

L eadership scholars the world over 
have bent themselves to con- 
ducting empirical studies on how 
leaders lead. They dig through the his- 
torical record for examples from the 
past, such as Nelson Mandela or Steve 
Jobs, and they analyse famous leaders 
in the present, in many domains such 
as politics and business. They also 
conduct experiments using social sci- 
entific methods to find out what actu- 
ally happens. This descriptive literature 
on leadership is growing. 

Scholars also weigh in on the pur- 
poses of leadership, asking what lead- 
ership is for. They join the conversation 
of ethics about right and wrong, good 
and bad, going all the way back to an- 
tiquity to ponder the perennial ques- 
tions. In many instances, they zero in on 
the unique challenges facing those who 
lead. What makes them blameworthy, if 
not toxic? This prescriptive literature is 
also growing. 

As a professor of leadership studies, I 
find myself surrounded by these studies. 
Some talk about what is done. Others 
talk about what ought to be done. Yet 
I never really noticed anyone trying 
to explain how it is that leaders judge 
what it is they are supposed to do. How 
does someone arrive at the conclu- 
sion to pursue one course of action, as 


The human brain seeks 
coherence. Leadership 
promises that. 




opposed to any other? It struck me that 
when trying to teach leadership, I might 
benefit from understanding that inter- 
nal process, so that I could help stu- 
dents learn how to do it effectively, 
consciously. 

An investigation into how leaders 
arrive at judgments requires an inward 
turn. Until the leader issues a proposal or 


makes a gesture, the entire process takes 
place in the mind, out of public view. 
Nevertheless, I accept what is called the 
cognitive point of view, which is that 
how a person thinks directly influences 
how they behave. If we can understand 
the internal methods, we have a better 
chance of understanding the outward 
phenomenon. That became my goal. 
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LEADERS WHO 
FELL, OUTSIDE 
CONVENTIONAL 
THINKING 

Clockwise from far left: 
Abraham Lincoln (1809 

- 1865); Steve Jobs (1955- 
2011); Socrates (470/469 

- 399 BC); Nelson Mandela 
(1918-2013) 



Leadership and Coherence 

In 2014, I published a book as a result 
of my investigation. Leadership and 
Coherence (Routledge) relies on a fun- 
damental analogy to incense. My kids 
bought me a stone box. I put a stick of 
incense into the box, light it, then close 
the box, so that tendrils of smoke curl 
out of decorative holes in the lid. These 


tendrils snake and rise to hll the room 
with sweet smells. 

In the same manner, leaders engage 
in overt behaviors that influence other 
people. What I wanted to know was this: 
What might be happening in that little 
box, where smoke is being made, at the 
source? The direction being proposed by 
a leader to his or her followers originates 
in some kind of inward imperative, some 
intention about what to do. 

In order to look inside the social 
actor, I had to acknowledge right away 
that inside everybody is a complex mind 
with many layers. Separate helds of 
study, including philosophy, psychol- 
ogy, and neuroscience, speak to this 
multifarious nature of the human mind. 
Artists and mystics describe it vividly. 
The human mind is not a homoge- 
nous unit, like a slab of butter; instead, 
it appears to be broken up into dispa- 
rate and sometimes competing parts. 
The mind is a plural. How then does that 
broken multiplicity resolve itself? That 
is the question. 

What leaders do is adopt many dif- 
ferent points of view. Ron Heifetz called 
this watching the ballroom from the 
balcony. They amass so many perspec- 
tives that they get a kind of critical dis- 
tance from the problems they wish to 
solve. They consider the various in- 
terests at stake, not only for a given 
moment in time, but from across time. 
That is, they incorporate past perspec- 
tives, and they imagine how things will 
look from the future. 

My book relies on the work of Hannah 
Arendt, who described the process of 
judgment as a way of integrating these 
points of view. Usually, you have to read 
and listen to what other people have to 
say, but eventually you learn to do this 
(as she put it) without always having to 
count noses. You can do a lot of this in 
your head. Doing it this way allows you 
to "hear" the voiceless, the marginal in 
society who may not be clamouring for 
attention. It also allows you to anticipate 


Leadership can summon the 
worst in humankind when 
it holds forth some shard 
of a complex reality, some 
idol, and assures everyone 
that they are now made 
whole, so long as they fall 
down at its feet. 

how future generations might assess 
what you are proposing to do. 

My hypothesis is that everyone is 
broken. By this I mean that everyone 
experiences the world in a fragmented 
way, largely because our minds are so 
divided. We see the world as comprised 
of differences, dichotomies, in which 
everything is to be judged as somehow 
separate from everything else around it. 
Western metaphysics has encouraged 
this way of perceiving our world. Thus, 
I am broken from the natural world and 
from other people. And it starts because 
I am broken in my own mind. 

The process by which a prospective 
leader brings resolution to that broken- 
ness holds out promise to followers that 
they can heal the rifts and bring some 
degree of coherence to their lives, if only 
they unify and rally around the ideals of 
the one we call the leader. The human 
brain seeks coherence. Leadership 
promises that. 

I was not unmindful during the writing 
of my book that the promise of greater 
coherence is often a demagogue's trick, 
a foolish dream that induces followers to 
recapture some sense of the compact- 
ness of innocence, when the world made 
sense and somebody else was manag- 
ing threats. Leadership can summon the 
worst in humankind when it holds forth 
some shard of a complex reality, some 
idol, and assures everyone that they are 
now made whole, so long as they fall 
down at its feet. 
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Embracing Complexity 

In the final chapter of my book, I warn 
against what I call the Romantic delu- 
sion that leadership itself can heal the 
brokenness which constitutes life. To the 
extent that I make recommendations, I 
call on prospective leaders to embrace 
the complexity and brokenness and help 
to prepare followers to embrace it as 
well. There is a simplicity on the other 
side of upheaval that the ancients would 
call equanimity or peace, which does not 
obscure unsettling experiences, but tran- 
scends them from a superior vantage 
point that comprehends the oppositions. 

In order to illustrate how this might 
be done, I devoted three chapters to 
actual leaders who embodied this way 
of approaching judgment. Each in his 
time fell outside conventional think- 
ing and met with violent opposition, yet 
we laud them today for their wisdom. I 
began with Socrates as a thought-lead- 
er, whose methods of dialogue created 
a heightened sense of order among in- 
terlocutors. I followed with Abraham 
Lincoln, who united a nation by prose- 
cuting a war and expanding the franchise 
to those who had been held in bondage. 
I concluded by describing the short and 
happy leadership of an elderly Czech 
named Jan Patocka, who after decades of 
persecution by the Nazis and Soviets in 
turn, finally at age seventy championed 
Charter 77, a resistance movement that 
came to fruition twenty-five years ago as 
the Velvet Revolution. 

History depicts episodes of immense 
complexity. Socrates witnessed the rise 
and fall of an empire. Lincoln tried to 
navigate a bloody civil war. And Patocka 
was forced to adapt to two very differ- 
ent forces of occupation. It is interest- 
ing to note that in each case, they put a 
premium on listening. Socrates would 
talk to nearly anyone. Not only did 
Lincoln insist on receiving the bad news 
from the battlefront unfiltered first, even if 
it meant staying up all night, he subject- 
ed himself to open houses when anyone 


could wander into the White House to 
give the president a piece of his mind. 
Being banned from the classroom, Patocka 
conducted little seminars in people's 
homes and emphasised the importance of 
asking even simple questions. 

In education, we teach students how to 
read and write and speak and calculate, but 
has any child taken a course in listening? 

Complexity is not a new phenom- 
enon. Neither is setting oneself forth 
as the answer. Alcibiades presumed to 
lead Athens before he had come of age, 
whereas Lincoln's cabinet was filled with 
men wholly convinced each would have 
made a better president than the man who 
actually won. His first general George 
McClellan felt the same way. One of the 
signature traits of effective leadership, 
in my opinion, is humility - not just hu- 
mility toward other people, but humility 
toward that inward imperative which is 
grounded in something each leader un- 
derstands to be truth. The brokenness 
within the individual is resolved first as 
purpose. Only then is a leader equipped 
to address conditions in a broken world. 

Teaching in a university dedicated to 
the liberal arts, I embrace the ideal of nur- 
turing two things at the same time: some 
kind of disciplinary proficiency for your- 
self on the one hand, and a broader sense 
of perspective, to heighten that sense of 
humility toward the expertise of others, 
on the other. Such an education prepares 
the student for appreciating a multiplici- 
ty of approaches to real world problems. 

The purpose of leadership, 
therefore, is not to ignore 
the differences, not to 
pretend they do not exist, 
but to treat them each with 
due regard and find some 
kind of emergent order to 
give each its place. 


In addition, dialogue is the art by 
which a leader acquires multiple per- 
spectives, eliciting information, and ideas 
from those around you, including those 
who would otherwise not have your ear. 
Leaders need advisors, confessors, consi- 
glieri to help with this task. 

Beyond a certain point, however, the 
leader must be able to hold multiple per- 
spectives in the mind, whether someone 
is present to speak up or not. Toward this 
end, we often find that reading the ac- 
counts of others in equivalent situations - 
both from history and fiction - nourishes 
the necessary imagination; a fine novel re- 
quires the reader to adopt many different 
points of view about the same basic story. 

It is my contention that each of us 
bears within himself or herself that 
inward imperative, which desires to bring 
all things into a kind of harmony. The 
purpose of leadership, therefore, is not to 
ignore the differences, not to pretend they 
do not exist, but to treat them each with 
due regard and find some kind of emer- 
gent order to give each its place. It begins 
by using one's mind to apprehend multi- 
ple points of view and attaining a vision 
for how it all might fit. 

The processes of integration never 
end. Many of us get it wrong or do not 
care enough to act. In my studies, leaders 
appear to embody that better state to 
which we all aspire, and they compel the 
rest of us to participate in constellating 
the universe anew. £3^ 
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